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(303) 866-2051 200 East 14th Avenue
FAX (303) 866-2060 Denver, Colorado 80203-2211

November 4, 1999

Independent Auditor's Report

Members of the Legidative Audit Committee:

We have audited the general purpose financial statements of the State of Colorado, as of and for
theyear ended June 30, 1999. Thesegenera purposefinancial statementsaretheresponsibility of the
State of Colorado'smanagement. Our responsibility isto expressan opinion onthese general purpose
financia statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standardsrequirethat we plan and perform the audit
to obtain reasonable assurance about whether the general purpose financial statements are free of
material misstatement. Anauditincludesexamining, onatest basis, evidence supporting theamounts
and disclosures in the general purpose financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, aswell as evaluating the
overal general purpose financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all
material respects, the financial position of the State of Colorado, as of June 30, 1999, and the results
of its operations and cash flows of its proprietary fund types and nonexpendable trust funds for the
year then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated
November 4, 1999, on our consideration of the State of Colorado's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and
grants.

Our audit was performed for the purpose of forming an opinion on the general purpose financial
statements of the State of Colorado, taken asawhole. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of Sates, Local Governments, and Non-Profit
Organizations, and is not a required part of the general purpose financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the general purpose
financial statements and, in our opinion, is fairly stated, in al material respects, in relation to the
genera purpose financial statements taken as awhole.
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED BALANCE SHEET
ALL FUND TYPESAND ACCOUNT GROUPSAT JUNE 30, 1999
AND DISCRETELY PRESENTED COMPONENT UNITS

(DOLLARSIN THOUSANDS)
GOVERNMENTAL FUND TYPES

SPECIAL DEBT CAPITAL
GENERAL REVENUE SERVICE PROJECTS
ASSETS AND OTHER DEBITS:

Cash and Pooled Cash $ 1,034,496 $ 707,926 $ 124 $ 582,835
Taxes Receivable, net 692,887 77,794 - -
Other Receivables, net 69,824 14,275 16 1,136
Due From Other Governments 243,244 98,559 341 792
Due From Other Funds 39,131 16,826 - 1,922
Inventories 8,248 6,963 - -
Prepaids, Advances, and Deferred Charges 33,156 357 - 3,078
Investments 188 101,309 4,232 21,981

Property, Plant and Equipment, net - - - -
Rights Under Deferred Compensation - -
Other Long-Term Assets 6,574 128,997 - 202
Amount Available in Debt Service Fund - - - -
Amount To Be Provided For Retirement

Of Long-Term Obligations - - - -

TOTAL ASSETS AND OTHER DEBITS $ 2,127,748 $ 1,153,006 $ 4713 $ 611,946

LIABILITIES:
Warrants Payable $ 106,882 $ 19,227 $ 2 $ 5,466
Tax Refunds Payable 374,108 393 -
Accounts Payable and Accrued Liabilities 368,230 117,961 - 32,137
TABOR Refund Liability (See Note 11-D) 705,927 - - -
Due To Other Governments 69,851 60,586 - 66
Due To Other Funds 35,247 43,711 - 1,468
Deferred Revenue 80,831 26,478 - 253
Other Current Liabilities 28,106 11,500 - -
Deposits Held In Custody For Others 12,433 33 - -
Capital Lease Obligations - - - -
Notes and Bonds Payable - - - -
Accrued Compensated Absences - - - -
Other Long-Term Liabilities 392 - - -

TOTAL LIABILITIES 1,782,007 279,889 2 39,390

FUND EQUITY AND OTHER CREDITS:
Investment in Fixed Assets - - - -
Contributed Capital - - - -
Retained Earnings - = = Z
Fund Balances:

Reserved For:
Encumbrances 8,385 666,441 - 214,530
Other Specific Purposes 325,936 359,347 4,711 4,568
Long-Term Assets and Long-Term Receivables 6,574 129,199 - 202
Statutorily Specified Amounts (See Note |-M) 4,846 - - -
Unreserved:
Designated - - - 351,217
Undesignated - (281,870) - 2,039
TOTAL FUND EQUITY AND OTHER CREDITS 345,741 873,117 4,711 572,556

TOTAL LIABILITIES, FUND EQUITY AND OTHER CREDITS $ 2,127,748 $ 1,153,006 $ 4,713 $ 611,946

See accompanying notes to the financial statements.
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

ACCOUNT GROUPS

PROPRIETARY FIDUCIARY MEMORANDUM
FUND TYPES FUND TYPES ONLY
GENERAL GENERAL COLLEGE AND TOTAL
INTERNAL TRUST & FIXED LONG-TERM UNIVERSITY PRIMARY COMPONENT
ENTERPRISE SERVICE AGENCY ASSETS DEBT FUNDS GOVERNMENT UNITS
$ 88,385 $ 35444 $ 1,124,297 $ - $ = $ 271,897 $ 3,845,404 $ 121,969
- - 119,025 - - - 889,706 5,442
16,036 2,451 28,620 - - 165,878 298,236 54,602
12,002 27 980 - - 40,060 396,005 18,629
347 85 46,401 - - 25,008 129,720 16,244
12,189 661 9 - - 23,193 51,263 4,212
552 168 31 - - 17,526 54,868 3,484
243 - 1,142,944 - - 488,597 1,759,494 504,376
34,810 56,060 12,050 1,730,823 - 2,967,334 4,801,077 355,385
- - 327,316 - - - 327,316 -
787 - 14,928 - - 5,584 157,072 356,587
- - - - 4,711 - 4,711 -
- - - - 417,066 - 417,066 -
$ 165,351 $ 94,896 $ 2,816,601 $ 1,730,823 $ 421,777 $ 4,005,077 $ 13,131,938 $ 1,440,930
$ 5,147 $ 2849 $ 6,096 $ - $ = $ 11,184 $ 156,853 $ o
- - 378 - - - 374,879 -
8,031 8,632 24,747 - - 141,484 701,222 63,344
- - - - - - 705,927 -
11,580 - 146,011 - - - 288,094 103,794
17,543 1,076 7,823 - - 22,852 129,720 16,244
2,133 9,669 4,532 - - 80,605 204,501 1,458
16,590 24,460 9,961 - - 9,474 100,091 18,825
37 - 208,902 - - 21,033 242,438 -
1,215 26,311 89 - 32,755 121,274 181,644 -
2,712 - - - - 341,280 343,992 616,126
2,976 1,118 203 - 104,809 79,828 188,934 5,562
110 44 4,046 - 284,213 34,459 323,264 2,342
68,074 74,159 412,788 - 421,777 863,473 3,941,559 827,695
- - - 1,730,823 - 2,319,072 4,049,895 -
24,187 8,914 - - - - 33,101 92,761
73,090 11,823 - - - - 84,913 201,898
- - - - - - 889,356 -
- - 2,149,102 - - 661,995 3,505,659 108,191
- - 8,000 - - - 143,975 -
- - 217,302 - - - 222,148 -
- - 29,429 - - 150,111 531,688 -
- - (20) - - 10,426 (270,356) 210,385
97,277 20,737 2,403,813 1,730,823 - 3,141,604 9,190,379 613,235
$ 165,351 $ 94,896 $ 2,816,601 $ 1,730,823 $ 421,777 $ 4,005,077 $ 13,131,938 $ 1,440,930
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGESIN FUND BALANCES

ALL GOVERNMENTAL FUND TYPESAND EXPENDABLE TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 1999

AND DISCRETELY PRESENTED COMPONENT UNITS

(DOLLARSIN THOUSANDS)
GOVERNMENTAL FUND TYPES

SPECIAL DEBT CAPITAL
GENERAL REVENUE SERVICE PROJECTS
REVENUES:
Taxes (See Note |1-D) $ 4792932 $ 772714 $ = $ S
Licenses, Permits, and Fines 139,572 258,444 - 36
Charges for Goods and Services 168,931 11,653 - -
Investment Income 55,945 32,007 236 40,552
Federa Grants and Contracts 2,102,177 348,557 - 9,933
Other 99,896 26,881 - 12,560
TOTAL REVENUES 7,359,453 1,450,256 236 63,081
EXPENDITURES:
Current:
Generd Government 199,564 6,038 - -
Business, Community and Consumer Affairs 192,722 17,528 - -
Education 64,128 6,572 - -
Health and Rehabilitation 403,942 8,504 - -
Justice 641,348 48,335 - -
Natural Resources 57,357 65,504 - -
Socia Assistance 1,992,853 - - -
Transportation 458 876,385 - -
Capital Outlay 20,346 29,936 - 202,686
Intergovernmental :
Cities 37,462 129,823 - 1,528
Counties 838,379 159,861 - 84
School Districts 2,157,296 434 - -
Specia Districts 47,619 13,003 - 3,332
Federal 3,256 486 - 322
Other 43,430 4,416 - 430
Deferred Compensation Distributions = S S =
Debt Service 6,098 - 16,427 -
TOTAL EXPENDITURES 6,706,308 1,366,825 16,427 208,382
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES 653,145 83,431 (16,191) (145,301)
OTHER FINANCING SOURCES (USES):
Operating Transfer-In 128,731 77,526 16,427 515,186
Operating Transfer-Out (1,153,811) (91,637) - (196,261)
Capital Lease Proceeds 2,675 - - -
Advances from Private or Public Sources - - - 746
Other (110 (30) - -
TOTAL OTHER FINANCING SOURCES (USES) (1,022,515) (14,141) 16,427 319,671
EXCESS OF REVENUES AND OTHER SOURCES OVER
(UNDER) EXPENDITURES AND OTHER USES (369,370) 69,290 236 174,370
FUND BALANCE, FISCAL YEAR BEGINNING 718,011 803,916 4,475 398,186
Net Residua Equity Transfers-In (Out) (See Note I111-N) - (89) - -
Prior Period Adjustment (See Note I11-M) (2,900) - - -
FUND BALANCE, FISCAL YEAR END $ 345,741 $ 873117 $ 4711 $ 572,556

See accompanying notes to the financial statements.
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FIDUCIARY MEMORANDUM ONLY
FUND TYPES TOTAL
EXPENDABLE PRIMARY COMPONENT
TRUST GOVERNMENT UNITS

$ 195,574 $ 5,761,220 $ -

24,137 422,189 -

1,043 181,627 -

104,255 232,995 2,696

12,572 2,473,239 -

39,905 179,242 -

377,486 9,250,512 2,696

2,517 208,119 -

157,741 367,991 -

321 71,021 -

446 412,892 -

3,913 693,596 -

419 123,280 -

12 1,992,865 -

- 876,843 -

191 253,159 -

22,396 191,209 -

12,889 1,011,213 -

185 2,157,915 -

3,863 67,817 -

- 4,064 -

18,078 66,404 -

14,511 14,511 -

56 22,581 -

237,538 8,535,480 -

139,948 715,032 2,696

34,209 772,079 -
(47,904) (1,489,613) (2,701)

- 2,675 -

- 746 -

- (140) -
(13,695) (714,253) (2,701)
126,253 779 (5)

748,843 2,673,431 42,635

- (89) -

288,007 285,107 -

$ 1,163,103 $ 2,959,228 $ 42,630

COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS



COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENDITURESEXPENSES,
AND CHANGESIN FUND BALANCESEQUITY - BUDGETARY BASIS
BUDGET AND ACTUAL - ALL BUDGETED FUNDS

FOR THE YEAR ENDED JUNE 30, 1999

(DOLLARSIN THOUSANDS) FINAL (OVER)/UNDER
ORIGINAL SPENDING SPENDING
APPROPRIATION AUTHORITY ACTUAL AUTHORITY
REVENUES AND TRANSFERS-IN:
Sales and Other Excise Taxes $ 2,301,058
Income Taxes 3,602,797
Other Taxes 591,475
Federal Grants and Contracts 2,555,000
Tuition and Fees 499,637
Sales and Services 833,219
Interest Earnings 277,968
Medicaid Provider Revenues 73,005
Other Revenues 711,674
Transfers-In 4,078,785
TOTAL REVENUES AND TRANSFERS-IN 15,524,618
EXPENDITURESEXPENSES AND TRANSFERS-OUT:
Operating Budgets:
Departmental:
Agriculture $ 26,205 $ 26,203 24407 $ 1,796
Corrections 402,547 394,035 378,688 15,347
Education 3,795,443 3,779,614 3,775,502 4,112
Governor 12,774 20,020 14,290 5,730
Hedlth Care Policy and Financing 913,829 952,614 956,828 (4,214)
Higher Education 2,013,695 2,010,879 1,958,657 52,222
Human Services 1,049,497 679,147 666,000 13,147
Judicial Branch 226,142 219,084 216,818 2,266
Labor and Employment 224,576 262,312 241,272 21,040
Law 29,824 29,676 26,578 3,098
Legidative Branch 27,720 29,844 25,286 4,558
Local Affairs 134,889 140,020 95,487 44,533
Military Affairs 4,953 5,607 5,137 470
Natural Resources 282,974 257,708 175,270 82,438
Personnel 302,632 303,351 277,819 25,532
Public Health and Environment 77,616 97,709 75,339 22,370
Public Safety 118,045 119,245 115,410 3,835
Regulatory Agencies 67,164 67,065 60,909 6,156
Revenue 686,521 719,129 635,430 83,699
State 17,273 17,308 14,136 3,172
Transportation 355,859 244,664 120,110 124,554
Treasury 991,681 991,789 960,308 31,481
Transfers Not Appropriated by Department 468,297 470,179 470,179 -
Fiscal Year 1997-98 TABOR Refund (Notes 11-A, 11-D) 528,800 563,163 563,163 -
SUB-TOTAL OPERATING BUDGETS 12,758,956 12,400,365 11,853,023 547,342
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENDITURES/EXPENSES,
AND CHANGESIN FUND BALANCES/EQUITY - BUDGETARY BASIS
BUDGET AND ACTUAL - ALL BUDGETED FUNDS

FOR THE YEAR ENDED JUNE 30, 1999 (Continued)

(DOLLARSIN THOUSANDS) FINAL (OVER)/UNDER
ORIGINAL SPENDING SPENDING
APPROPRIATION  AUTHORITY ACTUAL AUTHORITY
Capital and Multi-Y ear Budgets:
Departmental:
Agriculture 2,512 2,668 707 1,961
Corrections 14,104 270,003 142,250 127,753
Education 233,781 303,293 225,149 78,144
Governor 14,120 75,586 37,296 38,290
Health Care Policy and Financing 941,009 986,266 967,662 18,604
Higher Education 269,849 413,253 183,830 229,423
Human Services 459,447 867,646 576,351 291,295
Judicial Branch 2,250 5,810 3,393 2,417
Labor and Employment 90,083 133,900 87,307 46,593
Law 676 684 639 45
Local Affairs 38,151 77,019 32,776 44,243
Military Affairs 127,559 18,328 11,780 6,548
Natural Resources 145,282 190,226 67,936 122,290
Personnel 27,436 27,781 21,295 6,486
Public Health and Environment 153,610 196,165 152,283 43,882
Public Safety 21,332 68,923 29,916 39,007
Regulatory Agencies 798 3,139 2,145 994
Revenue 2,729 9,504 2,396 7,108
Transportation 1,042,006 1,778,185 886,116 892,069
Treasury - 59,500 43,011 16,489
Budgets/Transfers Not Booked by Department 8,717 8,717 8,717 -
SUB-TOTAL CAPITAL AND MULTI-YEAR BUDGETS 3,595,451 5,496,596 3,482,955 2,013,641
TOTAL EXPENDITURES/EXPENSES AND TRANSFERS-OUT $ 16,354,407 $ 17,896,961 15335978 $ 2,560,983
EXCESS OF TRANSFERS AND REVENUES OVER/(UNDER)
EXPENDITURES/EXPENSES - BUDGETARY BASIS 188,640
(Increase)/Decrease in TABOR Refund (116,471)
Increase/(Decrease) in Unrealized Gains/L osses (152,866)
Increase for Budgeted Non-GAAP Expenditures (See Note |1-E) 18,121
(Decrease) for GAAP Expenditures Not Budgeted (See Note |1-E) 84,470
(Decrease) for GAAP Revenue Adjustments (See Note |1-E) (9,754)
Increase/(Decrease) for Non-Budgeted Funds 280,659
EXCESS OF TRANSFERS AND REVENUES OVER/(UNDER)
EXPENDITURES/EXPENSES - GAAP BASIS 292,799
FUND BALANCE/EQUITY, JULY1 - GAAP BASIS 8,612,473
Prior Period Adjustments (See Note I11-M) 285,106
FUND BALANCE/EQUITY, JUNE 30 - GAAPBASIS $ 9,190,378

See accompanying notes to the financial statements.
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGESIN FUND BALANCES - BUDGETARY BASIS

BUDGET AND ACTUAL - GENERAL FUNDED
FOR THE YEAR ENDED JUNE 30, 1999

(DOLLARSIN THOUSANDS) FINAL (OVER)/UNDER
ORIGINAL SPENDING SPENDING
APPROPRIATION AUTHORITY ACTUAL AUTHORITY
REVENUES AND TRANSFERS-IN:
Sales and Other Excise Taxes $ 1,627,857
Income Taxes 3,602,797
Other Taxes 191,690
Federa Grants and Contracts 20
Saes and Services 1,000
Interest Earnings 90,951
Medicaid Provider Revenues 73,005
Other Revenues 54,263
Transfers-In 506,409
TOTAL REVENUES AND TRANSFERS-IN 6,147,992
EXPENDITURES AND TRANSFERS-OUT:
Operating Budgets:
Departmental:
Agriculture $ 7,952 $ 7,999 7,636 $ 363
Corrections 353,876 346,328 339,265 7,063
Education 1,914,489 1,914,425 1,914,295 130
Governor 3,154 7,471 5477 1,994
Hedlth Care Policy and Financing 871,533 882,855 892,607 (9,752)
Higher Education 676,534 676,567 676,322 245
Human Services 432,263 431,442 429,758 1,684
Judicial Branch 177,812 181,150 180,395 755
Law 10,931 10,575 9,272 1,303
Legidative Branch 24,883 25,507 23,140 2,367
Loca Affairs 31,790 34,043 30,167 3,876
Military Affairs 4,154 4,108 3,874 234
Natural Resources 26,823 27,008 26,734 274
Personnel 17,162 17,222 15,256 1,966
Public Health and Environment 22,226 22,727 22,631 96
Public Safety 43,222 44,632 44,020 612
Regulatory Agencies 1,765 1,765 1,730 35
Revenue 162,834 165,988 156,381 9,607
Transportation 296 299 242 57
Treasury 31,654 31,522 31,470 52
Transfers Not Appropriated by Department 468,297 470,179 470,179 -
Fiscal Year 1997-98 TABOR Refund (Notes 11-A, 11-D) 528,800 563,163 563,163 -
SUB-TOTAL OPERATING BUDGETS 5,812,450 5,866,975 5,844,014 22,961
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGESIN FUND BALANCES - BUDGETARY BASIS
BUDGET AND ACTUAL - GENERAL FUNDED

FOR THE YEAR ENDED JUNE 30, 1999 (Continued)

(DOLLARSIN THOUSANDS) FINAL (OVER)/UNDER
ORIGINAL SPENDING SPENDING
APPROPRIATION AUTHORITY ACTUAL AUTHORITY
Capital and Multi-Y ear Budgets:
Departmental:
Agriculture 2,070 1,773 339 1,434
Corrections 7,260 259,179 134,000 125,179
Education 6,066 5,036 898 4,138
Governor - 23511 12,130 11,381
Hedlth Care Policy and Financing 6,838 1,930 251 1,679
Higher Education 158,900 294,936 105,743 189,193
Human Services 19,775 78,005 19,597 58,408
Judicial Branch 557 275 235 40
Military Affairs 936 2,842 1,303 1,539
Natural Resources - 600 398 202
Personnel 25,793 23,279 18,839 4,440
Public Health and Environment 3,225 7,674 2,631 5,043
Public Safety 7,843 10,191 3,763 6,428
Revenue - 5,675 873 4,802
Transportation 10,000 136,814 49,945 86,869
Budgets/Transfers Not Booked by Department 8,717 8,717 8,717 -
SUB-TOTAL CAPITAL AND MULTI-YEAR BUDGETS 257,980 860,437 359,662 500,775
TOTAL EXPENDITURES AND TRANSFERS-OUT $ 6,070,430 $ 6,727,412 6,203,676 $ 523736
EXCESS OF REVENUES AND TRANSFERS-IN OVER
(UNDER) EXPENDITURES AND TRANSFERS-OUT $ (55,684)

See accompanying notes to the financia statements.
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENDI TURESEXPENSES,
AND CHANGESIN FUND BALANCESEQUITY - BUDGETARY BASIS

BUDGET AND ACTUAL - CASH FUNDED
FOR THE YEAR ENDED JUNE 30, 1999

(DOLLARSIN THOUSANDS) FINAL (OVER)/UNDER
ORIGINAL SPENDING SPENDING
APPROPRIATION AUTHORITY ACTUAL AUTHORITY
REVENUES AND TRANSFERS-IN:
Sales and Other Excise Taxes $ 673,201
Other Taxes 399,785
Tuition and Fees 499,637
Sades and Services 832,219
Interest Earnings 187,017
Other Revenues 657,411
Transfers-In 3,572,376
TOTAL REVENUES AND TRANSFERS-IN 6,821,646
EXPENDITURESEXPENSES AND TRANSFERS-OUT:
Operating Budgets:
Departmental:
Agriculture $ 18,253 $ 18,204 16,771 $ 1,433
Corrections 48,671 47,707 39,423 8,284
Education 1,880,954 1,865,189 1,861,207 3,982
Governor 9,620 12,549 8,813 3,736
Hedlth Care Policy and Financing 42,296 69,759 64,221 5,538
Higher Education 1,337,161 1,334,312 1,282,335 51,977
Human Services 617,234 247,705 236,242 11,463
Judicial Branch 48,330 37,934 36,423 1,511
Labor and Employment 224,576 262,312 241,272 21,040
Law 18,893 19,101 17,306 1,795
Legidative Branch 2,837 4,337 2,146 2,191
Loca Affars 103,099 105,977 65,320 40,657
Military Affairs 799 1,499 1,263 236
Natural Resources 256,151 230,700 148,536 82,164
Personnel 285,470 286,129 262,563 23,566
Public Health and Environment 55,390 74,982 52,708 22,274
Public Safety 74,823 74,613 71,390 3,223
Regulatory Agencies 65,399 65,300 59,179 6,121
Revenue 523,687 553,141 479,049 74,092
State 17,273 17,308 14,136 3,172
Transportation 355,563 244,365 119,868 124,497
Treasury 960,027 960,267 928,838 31,429
SUB-TOTAL OPERATING BUDGETS 6,946,506 6,533,390 6,009,009 524,381
Capital and Multi-Y ear Budgets:
Departmental:
Corrections 578 3,247 1,645 1,602
Governor - 5,336 8 5,328
Hesalth Care Policy and Financing 51 51 7 a4
Higher Education 46,608 46,446 17,404 29,042
Human Services 16,989 5,445 587 4,858
Military Affairs - 268 133 135
Natural Resources 131,272 153,933 46,222 107,711
Personnel 1,643 4,440 2,447 1,993
Public Health and Environment 3,000 234 12 222
Public Safety 22 1,296 646 650
Regulatory Agencies - 1,285 732 553
Revenue 1,916 1,175 73 1,102
Transportation 812,960 811,444 498,481 312,963
SUB-TOTAL CAPITAL AND MULTI-YEAR BUDGETS 1,015,039 1,034,600 568,397 466,203
TOTAL EXPENDITURES/EXPENSES AND TRANSFERS-OUT $ 7,961,545 $ 7,567,990 6,577,406 $ 990,584
EXCESS OF REVENUES AND TRANSFERS-IN OVER/(UNDER)
EXPENDITURES/EXPENSES AND TRANSFERS-OUT

See accompanying notes to the financia statements.
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENDITURES/EXPENSES,
AND CHANGESIN FUND BALANCESEQUITY - BUDGETARY BASIS
BUDGET AND ACTUAL - FEDERALLY FUNDED

FOR THE YEAR ENDED JUNE 30, 1999

(DOLLARSIN THOUSANDS) FINAL (OVER)/UNDER
ORIGINAL SPENDING SPENDING
APPROPRIATION  AUTHORITY ACTUAL AUTHORITY
REVENUES AND TRANSFERS-IN:
Federal Grants and Contracts $ 2,554,980
TOTAL REVENUES AND TRANSFERS-IN 2,554,980

EXPENDITURESEXPENSES AND TRANSFERS-OUT:
Capital and Multi-Y ear Budgets:

Departmental:
Agriculture 442 895 368 527
Corrections 6,266 7,577 6,605 972
Education 227,715 298,257 224,251 74,006
Governor 14,120 46,739 25,158 21,581
Health Care Policy and Financing 934,120 984,285 967,404 16,881
Higher Education 64,341 71,871 60,683 11,188
Human Services 422,683 784,196 556,167 228,029
Judicia Branch 1,693 5,535 3,158 2,377
Labor and Employment 90,083 133,900 87,307 46,593
Law 676 684 639 45
Local Affars 38,151 77,019 32,776 44,243
Military Affairs 126,623 15,218 10,344 4,874
Natural Resources 14,010 35,693 21,316 14,377
Personnel - 62 9 53
Public Health and Environment 147,385 188,257 149,640 38,617
Public Safety 13,467 57,436 25,507 31,929
Regulatory Agencies 798 1,854 1,413 441
Revenue 813 2,654 1,450 1,204
Transportation 219,046 829,927 337,690 492,237
Treasury - 59,500 43,011 16,489
SUB-TOTAL CAPITAL AND MULTI-YEAR BUDGETS 2,322,432 3,601,559 2,554,896 1,046,663
TOTAL EXPENDITURES/EXPENSES AND TRANSFERS-OUT $ 2,322,432 $ 3,601,559 2,554,896 $ 1,046,663
EXCESS OF REVENUES AND TRANSFERS-IN OVER/(UNDER)

EXPENDITURES/EXPENSES AND TRANSFERS-OUT $ 84

See accompanying notes to the financial statements.
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COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

COMBINED STATEMENT OF REVENUES, EXPENSES,

AND CHANGESIN FUND EQUITY

ALL PROPRIETARY FUND TYPESAND SIMILAR TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 1999

AND DISCRETELY PRESENTED COMPONENT UNITS

(DOLLARSIN THOUSANDS) PROPRIETARY
FUND TYPES

INTERNAL
ENTERPRISE SERVICE

OPERATING REVENUES:

Licenses and Permits $ 47 $ -
Charges for Goods and Services 441,311 182,337
Investment and Rental Income 3,165 6,469
Federal Grants and Contracts 67,150 -
Other 913 35
TOTAL OPERATING REVENUES 512,586 188,841

OPERATING EXPENSES:

Salaries & Fringe Benefits 44,739 20,467
Operating and Travel 113,377 150,360
Cost of Goods Sold 31,244 5,018
Depreciation 3,597 12,723
Intergovernmental Distributions 2,511 -
Prizes and Awards 225,499 -
Other - -
TOTAL OPERATING EXPENSES 420,967 188,568
OPERATING INCOME (LOSS) 91,619 273
NON-OPERATING REVENUES AND (EXPENSES):
Taxes - -
Fines 1 575
Interest and Rents 2,563 3
Grants and Donations 1,685 -
Intergovernmental Distributions (42,324) -
Federal Grants and Contracts 642
State Funds - -
Debt Service (33) (1,677)
Other - -
TOTAL NON-OPERATING REVENUES (EXPENSES) (37,466) (1,099)
INCOME (LOSS) BEFORE OPERATING TRANSFERS 54,153 (826)
OPERATING TRANSFERS:
Operating Transfer-In 372 702
Operating Transfer-Out (45,205) (3,043)
TOTAL OPERATING TRANSFERS (44,833) (2,341)
NET INCOME/CHANGE IN RETAINED EARNINGS 9,320 (3,167)
FUND EQUITY, FISCAL YEAR BEGINNING 86,043 23,315
Additions (Deductions) to Contributed Capital (See Note I11-N) 1,914 589
FUND EQUITY, FISCAL YEAR END $ 97,277 $ 20,737
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FIDUCIARY MEMORANDUM ONLY
FUND TYPES TOTAL
NONEXPENDABLE PRIMARY COMPONENT
TRUST GOVERNMENT UNITS

$ = $ a7 $ =
- 623,648 249,847

12,590 22,224 18,265

- 67,150 -

31 979 18,533

12,621 714,048 286,645

- 65,206 106,050

- 263,737 97,416

- 36,262 49,514

- 16,320 22,065

- 2,511 -

- 225,499 -

- - 7,384

- 609,535 282,429

12,621 104,513 4,216

- = 30,041

- 576 -

- 2,566 16,931

- 1,685 -

- (42,324) -

642

- - 4,533
- (1,720) (6,812)
- - (347)

- (38,565) 44,346

12,621 65,948 48,562

763 1,837 2,701
(19,258) (67,506) -
(18,495) (65,669) 2,701
(5,874) 279 51,263
584,079 693,437 435,387

- 2,503 18,394

$ 578,205 $ 696,219 $ 505,044
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COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPESAND SIMILAR TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 1999

AND DISCRETELY PRESENTED COMPONENT UNITS

(DOLLARSIN THOUSANDS) PROPRIETARY
FUND TYPES

INTERNAL
ENTERPRISE SERVICE

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash Received from:
Feesfor Service $ 26,583 $ 138,947
Sales of Products 209,062 44,752
Grants and Contracts 68,510 -
Other Sources 11,527 21,948
Cash Paymentsto:
Employees (39,529) (16,161)
Suppliers (71,134) (61,060)
Lottery Prizes and Sales Commissions (66,373) -
Health Claims and Premiums - (118,611)
Financial Institutionsfor Loan Losses (41,110) -
Other Governments (3,166) -
Other (8,635) (202
Component Unit Cash Flows from Operating Activities - -
NET CASH PROVIDED BY OPERATING ACTIVITIES 85,735 9,713
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers-In 422 702
Transfers-Out (46,109) (3,043)
Intergovernmental Distributions (41,564) -
Deposits Held in Custody - -
NET CASH FROM NONCAPITAL FINANCING ACTIVITIES (87,251) (2,341)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition of Capital Assets (4,057) (2,008)
Proceeds from Sale of Capital Assets 22 9
Income from Property 721 5,219
Proceeds from I ssuance of Capital Debt 51 -
Principal Paid on Capital Debt (278) -
Interest Payments (299) (1,629)
Capital Lease Payments (209) (8,627)
Taxes - -
Bond Defeasance and Refunding - -
Received from Borrowers - -
Disbursements to Borrowers S -
Capitalization Grants Received - -
NET CASH FROM CAPITAL AND RELATED FINANCING ACTIVITIES (3,949) (6,951)

(Continued)
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FIDUCIARY MEMORANDUM ONLY
FUND TYPES TOTAL
NONEXPENDABLE PRIMARY COMPONENT
TRUST GOVERNMENT UNITS

$ = $ 165,530 -
- 253,814 -

- 68,510 -

- 33,475 -

- (55,690) -

- (132,194) -

- (66,373) -

- (118,611) -

- (41,110) -

- (3,166) -

- (8,737) -

- - 34,100

- 95,448 34,100

828 1,952 7,360
(18,988) (68,140) (4,951)

- (41,564) -
(17,675) (17,675) @
(35,835) (125,427) 2,408
- (6,065) (25,742)

- 116 491

7,581 13,521 -

- 51 211,786

- (278) (24,255)

- (2,928) (11,626)

- (8,736) (6)

- - 29,619

z = (40,999)

- - 13,752

- - (89,698)

- - 18,422

7,581 (3,319) 81,744
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COMBINED STATEMENT OF CASH FLOWS

ALL PROPRIETARY FUND TYPESAND SIMILAR TRUST FUNDS

FOR THE YEAR ENDED JUNE 30, 1999

AND DISCRETELY PRESENTED COMPONENT UNITS (Continued)

(DOLLARSIN THOUSANDS) PROPRIETARY
FUND TYPES

INTERNAL
ENTERPRISE SERVICE

CASH FLOWS FROM INVESTING ACTIVITIES:

Interest and Dividends on Investments 4,880 1,273
Proceeds from Sales of Investments - -
Purchases of Investments (242) -
Net (Increase)Decrease in Investments - -
NET CASH FROM INVESTING ACTIVITIES 4,638 1,273
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (827) 1,694
CASH AND POOLED CASH , FISCAL YEAR BEGINNING 89,212 33,750
CASH AND POOLED CASH, FISCAL YEAR END 88,385 35,444

RECONCILIATION TO THE COMBINED BALANCE SHEET
Add: Expendable Trust Funds S =
Investment and Pension Trust Funds = =
Agency Funds

CASH AND POOLED CASH, FISCAL YEAR END $ 88,385 $ 35,444

RECONCILIATION OF OPERATING INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES
Operating Income (L0ss) $ 91,619 $ 273
Adjustments to Reconcile Operating Income (L 0ss)
to Net Cash Provided by Operating Activities:

Depreciation and Amortization 3,597 12,723
Investment/Rental Income and Interest Expense in Operating Income (2,851) (6,351)
Fines, Donations, and Grants and Contracts in NonOperating 2,328 575
Loss on Disposal of Fixed Assets 40 -
Interest Expense - -
Provision for Bad Debts - -
Net Changesin Assets and Liabilities Related to Operating Activities:
(Increase) Decrease in Operating Receivables 787 (1,698)
(Increase) Decreasein Inventories (855) 10
(Increase) Decrease in Other Operating Assets 359 25
Increase (Decrease) in Accounts Payable 2,128 254
Increase (Decrease) in Accrued Compensated Absences 135 (13)
Increase (Decrease) in Other Operating Liabilities (11,552) 3,915
NET CASH PROVIDED BY OPERATING ACTIVITIES 85,735 9,713

SUPPLEMENTARY INFORMATION - NONCASH TRANSACTIONS (See Note |11-B):

Fixed Assets Transferred from General Fixed Asset Group of Accounts $ 1,914 $ 500
Donation of Fixed Assets 1,069

Unrealized Gains on Investments

Loss on Disposal of Fixed Assets 30

Assumption of Capital Lease Obligation 1,370 13,779

See accompanying notes to the financia statements.
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FIDUCIARY MEMORANDUM ONLY
FUND TYPES TOTAL
NONEXPENDABLE PRIMARY COMPONENT
TRUST GOVERNMENT UNITS
27,726 33,879 14,585
75,728 75,728 256,979
(77,102) (77,344) (268,993)
- - (118.079)
26,352 32,263 (115,508)
(1,902) (2,035) 2,744
63,123 186,085 74,124
61,221 185,050 76,868
793,028 793,028 45,101
19,122 19,122 -
250,926 250,926 -
$ 1,124,297 $ 1,248,126 $ 121,969
$ 12,621 $ 104,513 $ 9,948
- 16,320 22,065
(12,621) (21,823) 228
- 2,903 -
- 40 -
- - 7,321
- - 11,331
- (912) (16,441)
- (845) 162
- 384 1,427
- 2,382 (3,051)
- 122 399
- (7,637) 711
- 95,448 34,100
$ 2,414
1,069
4,915 4,915
30



COLORADO GENERAL PURPOSE FINANCIAL STATEMENTS

STATEMENT OF NET ASSETS

ALL PENSION AND INVESTMENT TRUST FUNDS

AT JUNE 30, 1999

AND DISCRETELY PRESENTED COMPONENT UNITS

(DOLLARSIN THOUSANDS) PRIMARY COMPONENT
GOVERNMENT UNITS
INVESTMENT PENSION PENSION
TRUST TRUST TRUST
COLORADO UNIVERSITY
COMPENSATION DEFINED OF COLORADO
INSURANCE CONTRIBUTION HOSPITAL
AUTHORITY PLAN AUTHORITY
ASSETS:
Cash and Pooled Cash $ 19,122 $ = $ =
Other Receivables, net 9,124 - -
Investments 633,859 420 -
Externally Restricted Under Pension Plan - - 65,561
TOTAL ASSETS 662,105 420 65,561
LIABILITIES:
Accounts Payable and Accrued Liabilities - 1 -
Due To Other Funds - 20 -
TOTAL LIABILITIES - 21 -
NET ASSETS:
Held in Trust for Pension Plan Participants - 420 65,561
Held in Trust for Investment Trust Participants 662,105 - -
Unreserved - (21) -
TOTAL NET ASSETSHELD
IN TRUST FOR PARTICIPANTS $ 662,105 $ 399 $ 65,561

See accompanying notes to the financial statements.

The Investment Trust and Pension Trust Fund balances of the Primary Government shown above are included in
the Trust and Agency Fund Type balances shown on the Combined Balance Sheet - All Fund Types, Account
Groups, and Discretely Presented Component Units. The Pension Trust Fund balances of the University
of Colorado Hospital Authority shown above are included in the Component Units column of the
Comhbined Balance Sheet - All Fund Types, Account Groups, and Discretely Presented Component Units.
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STATEMENT OF CHANGESIN NET ASSETS

ALL PENSION AND INVESTMENT TRUST FUNDS
FOR THE YEAR ENDED JUNE 30, 1999

AND DISCRETELY PRESENTED COMPONENT UNITS

(DOLLARSIN THOUSANDS) PRIMARY COMPONENT
GOVERNMENT UNITS
INVESTMENT PENSION PENSION
TRUST TRUST TRUST
COLORADO UNIVERSITY
COMPENSATION DEFINED OF COLORADO
INSURANCE CONTRIBUTION HOSPITAL
AUTHORITY PLAN AUTHORITY
ADDITIONS:
Additions By Participants $ 321,299 $ 399 $ 4,807
Investment Income 26,646 21 3,497
Employee Deferral Fees - 29 -
TOTAL ADDITIONS 347,945 449 8,304
DEDUCTIONS:
Deductions By Participants 475,811 - 2,023
Administrative Expense - 50 411
TOTAL DEDUCTIONS 475,811 50 2,434
NET INCREASE (DECREASE) IN ASSETS (127,866) 399 5,870
NET ASSETSAVAILABLE
Beginning of the Y ear 789,971 - 59,691
End of the Year $ 662,105 $ 399 $ 65561

See accompanying notes to the financial statements.
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COMBINED BALANCE SHEET

ALL COLLEGE AND UNIVERSITY FUNDS

AT JUNE 30, 1999

(DOLLARSIN THOUSANDS)

CURRENT FUNDS

LOAN ENDOWMENT
UNRESTRICTED  RESTRICTED  FUNDS FUNDS
ASSETS:
Cash and Pooled Cash $ 168,817 $ 1910 $ 3520 $ 6,549
Accounts Receivable:
Tuition, Fees, Charges for Services, net 57,111 21,594 79 -
Intergovernmental 1,088 38,081 215
Other 2,121 - 187
Subtotal Accounts Receivable 60,320 59,675 481
Loans and Notes Receivable, net 907 5 82,157 -
Due From Other Funds 3,462 4,955 1 14
Inventories 23,193 - - -
Other Current Assets 16,297 325 26 -
Investments 199,213 43,256 5,158 75,605
Plant Facilities:
Land and Improvements - - - 4,323
Buildings and Improvements, net - - - -
L easehold Improvements, net - - - -
Construction in Progress - - - -
Equipment, net - - - -
Library Books - - - -
Other Fixed Assets - - - -
Subtotal Plant Facilities - - - 4,323
Other Long-Term Assets 3,922 - - -
TOTAL ASSETS $ 476,131 $ 110126 $ 91,343 $ 86,496
LIABILITIES:
Warrants Payable $ 10424 $ 628 $ 1 $ =
Accounts Payable and Accrued Liabilities 92,927 25,027 82 -
Due To Other Funds 13,849 3,513 - 1,730
Deferred Revenue 74,254 5,576 - -
Other Current Liabilities 14,910 260 1,536 75
Capital Lease Obligations - - - -
Notes and Bonds Payable 49 28 - -
Accrued Compensated Absences 79,575 253 - -
Other Long-Term Liabilities 29,606 467 200 -
TOTAL LIABILITIES 315,594 35,752 1,819 1,805
FUND BALANCE:
Investment in Fixed Assets - - - -
Restricted - 74,374 89,524 84,691
Unrestricted:
Designated 150,111 - - -
Undesignated 10,426 - - -
TOTAL FUND BALANCE 160,537 74,374 89,524 84,691
TOTAL LIABILITIESAND FUND BALANCE $ 476,131 $ 110,126 $ 91,343 $ 86,49

See accompanying notes to the financial statements.
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PLANT FUNDS MEMORANDUM

RETIREMENT OF  INVESTMENT  AGENCY ONLY

UNEXPENDED  INDEBTEDNESS IN PLANT FUNDS TOTALS
$ 77915 $ 5203 $ - $ 7893 $ 271,897
256 253 . 906 80,199

640 - - 36 40,060

192 105 - - 2,610

1,088 358 - 942 122,869

- - - - 83,069

16,149 426 - 1 25,008

- - - - 23,193

849 - - 29 17,526
148,013 13,688 - 3,664 488,507

. . 178,880 . 183,203

. . 1,650,449 . 1,650,449

- - 18,497 - 18,497

277,198 - - - 277,198

- - 550,589 - 550,589

. . 277,497 . 277,497

. . 901 . 901

277,198 2 2,685,813 2 2,967,334
666 - 996 - 5,584

$ 521,878 $ 19,765 $ 2686809 $ 12529 $ 4,005,077
$ 50 $ - $ -8 81 $ 11184
16,058 2,836 - 4,554 141,484
1,762 . 1,954 a4 22,852

288 - 198 289 80,605

2,245 25 3,895 7,561 30,507
38,230 213 82,831 - 121,274
65,300 1,019 274,884 . 341,280

- - - - 79,828

. 211 3,975 . 34,459

123,933 4,304 367,737 12,529 863,473

. . 2,319,072 . 2,319,072

397,945 15,461 . . 661,995

- - - - 150,111

- - - - 10,426

397,045 15,461 2,319,072 - 3,141,604

$ 521,878 $ 19,765 $ 2686809 $ 12529 $ 4,005,077
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COMBINED STATEMENT OF CHANGESIN FUND BALANCE
ALL COLLEGE AND UNIVERSITY FUNDS
FOR THE YEAR ENDED JUNE 30, 1999

(DOLLARSIN THOUSANDS) CURRENT FUNDS
LOAN ENDOWMENT
UNRESTRICTED RESTRICTED FUNDS FUNDS
REVENUES AND OTHER ADDITIONS:
Tuition and Fees $ 623,110 $ - $ - $ =
Federal Grants and Contracts 9,981 694,788 1,355 -
State and Local Grants and Contracts 557 32,496 - -
Private Gifts, Grants, and Contracts 1,336 137,586 63 81
Indirect Cost Recoveries 95,552 - - -
Investment Income 22,605 5,530 392 6,059
Sales and Services of Educational Activities 102,533 68 - -
Sales and Services of Auxiliaries and Hospitals 296,685 - - -
Gain (Loss) on Debt Extinguishment - - - -
Interest on Loans Receivable - - 2,078 -
Retirement of Indebtedness - - - -
Additions to Plant Facilities - - - -
Other Revenues and Additions 56,780 438 619 1,785
TOTAL REVENUES AND OTHER ADDITIONS 1,209,139 870,956 4,507 7,925
EXPENDITURES AND OTHER DEDUCTIONS:
Educationa and Generadl:
Instructional 711,968 95,772 - -
Research 34,582 349,642 - -
Public Service 54,530 46,091 - -
Academic Support 165,271 8,851 - -
Student Services 123,467 12,274 - -
Institutional Support 178,314 12,340 - -
Operation of Plant 128,034 1,026 - -
Scholarships and Fellowships 37,778 290,109 - -
Subtotal Educational and General 1,433,944 816,105 - -
Auxiliaries and Hospitals 274,765 5,368 - -
Indirect Cost Charges - 95,155 397 -
Loan Cancellation and Write-off - - 1,489 -
Expended for Plant Facilities - - - -
Retirement of Indebtedness - - - -
Interest on Indebtedness - - - -
Disposal of Plant Facilities - - - -
Other Expenditures and Deductions 12 127 428 210
TOTAL EXPENDITURES AND OTHER DEDUCTIONS 1,708,721 916,755 2,314 210
TRANSFERS BETWEEN FUNDS - (ADDITIONS)/DEDUCTIONS:
Mandatory Transfers (In) Out 45,117 702 (462) (208)
Nonmandatory Transfers (In) Out 72,293 6,649 64 (1,348)
Net Operating Transfers From State Funds (608,291) (53,275) - (200)
TOTAL EXPENDITURES, DEDUCTIONS AND TRANSFERS 1,217,840 870,831 1,916 (1,546)
NET INCREASE (DECREASE) IN FUND BALANCE (8,701) 125 2,591 9,471
FUND BALANCE, JULY 1 169,238 74,249 86,933 75,220
FUND BALANCE, JUNE 30 $ 160,537 $ 74,374 $ 89,524 $ 84,6901

See accompanying notes to the financia statements.
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PLANT FUNDS MEMORANDUM
RETIREMENT OF INVESTMENT ONLY
UNEXPENDED  INDEBTEDNESS IN PLANT TOTALS
$ - - $ 5 $ 623110
439 168 - 706,731
702 - - 33,755
5,134 479 3,428 148,107
- - - 95,552
8,794 1,047 - 44,427
= = = 102,601
- - - 296,685
. (28) (486) (514)
- - - 2,078
3,468 - 23,276 26,744
168 - 231,506 231,674
7,712 = 3,248 70,632
26,417 1,666 260,972 2,381,582
- - - 807,740
- - - 384,224
- - - 100,621
. . . 174,122
- - - 135,741
- - - 190,654
- - - 129,060
- - - 327,887
N - - 2,250,049
- - - 280,133
- - - 95,552
- - - 1,489
188,455 = = 188,455
395 26,443 - 26,838
994 20,514 34 21,542
- - 33,343 33,343
2,874 154 1,846 5,651
192,718 47,111 35,223 2,903,052
122 (45,255) (16) .
(77,928) 421 (151) -
(121,437) - - (783,203)
(6,525) 2,277 35,056 2,119,849
32,942 (611) 225,916 261,733
365,003 16,072 2,093,156 2,879,871
$ 397,945 15,461 $ 2,319,072 $ 3,141,604
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NOTESTO THE FINANCIAL STATEMENTS

NOTE . SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying genera purpose financid statements of
the State of Colorado have been prepared in conformance
with generaly accepted accounting principles for govern-
ments as prescribed by the Governmental Accounting
Standards Board (GASB), which is the primary standard
setting body for establishing governmental accounting and
financia reporting principles.

The preparation of financia statements in conformity with
generaly accepted accounting principles requires manage-
ment to make estimates and assumptions that affect the
reported amounts of assets, liabilities, the disclosed amount
of contingent liabilities at the date of the financia date-
ments, and the reported amounts of revenues, expendi-
tures/expenses during the reporting period. Actual results
could differ from those estimates.

A. REPORTING ENTITY

For financial reporting purposes, the State of Colorado's
primary government includes al funds and account groups
of the date, its departments, agencies, and state funded
ingtitutions of higher education that make up the state's legal
entity. The sate's reporting entity also includes those
component units, which are legally separate entities, for
which the state's elected officials are financialy accountable.

Financial accountability is defined in GASB Statement No.
14, "The Financid Reporting Entity." The dae is
financialy accountable for those entities for which the state
appoints a voting majority of the governing board, and either
is able to impose its will upon the entity or there exists a
financia benefit or burden relationship with the state. For
those entities that the state does not appoint a voting majority
of the governing board, GASB Statement No. 14 includes
them in the reporting entity if they are fiscally dependent.
Entities that do not meet the criteria for inclusion may till
be included if it would be mideading to exclude them.

Discretely presented in the combined financial statements for
the state are the following entities:

Denver Metropolitan Maor League Baseball
Stadium District

University of Colorado Hospital Authority

Colorado Water Resources and Power
Development Authority

Colorado Travel and Tourism Authority

Colorado Uninsurable Health Insurance Plan

With the exception of the University of Colorado Hospital
Authority, the majority of each governing board for these
entities is gppointed by the Governor and confirmed by the
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Senate. The Board of Regents of the University of Colorado
appoints the board of the University of Colorado Hospital
Authority.

The University of Colorado Hospitd Authority, the Colorado
Uninsurable Health Insurance Plan, and the Colorado Travel
and Tourism Authority are included because they present a
financial burden on the state. The Baseball Stadium District
is included because its board serves at the pleasure of the
Governor, and therefore, the state is able to impose its will
upon the entity. The Water Resources and Power
Development Authority is adso included because the date is
able to impose its will upon the authority. Detailed financia
information may be obtained directly from these organ-
izations.

The following related organizations, for which the dtate
appoints a voting majority of their governing boards, are not
part of the reporting entity based on the criteria of GASB
Statement No. 14:

Colorado Compensation Insurance Authority (D.B.A.
Pinnacol Assurance)
Colorado Educational and Cultural Fecilities
Authority
Colorado Student Obligation Bond Authority
Colorado Hedlth Fecilities Authority
Colorado Agricultura Development Authority
Colorado Housing and Finance Authority
Colorado Sheep and Wool Authority
Colorado Beef Council Authority
Fire and Police Benefit Association
The State Board of the Great Outdoors Colorado Trust
Fund
Even though the appointment of governing boards of these
authoritiesis similar to those included in the reporting entity,
the state does not impose its will, nor does it have a financial
benefit or burden relationship with these entities. Detailed
financial information may be obtained directly from these
organizations.

Various college and university foundations exist for the
benefit of the related state higher education ingtitution.
These entities are included in the various note disclosures if
they qualify asrelated parties.

The dtate has entered a joint operating agreement with the
Huerfano County Hospital District to provide patient care at
the Colorado State Veterans Nursing Home at Walsenburg.
The facility is owned by the date but is operated by the
hospita didtrict under a twenty year contract that is
renewable a the digtrict’s option for successve ten year
terms up to 99 years from the origina commencement date
in November 1993.
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The state’' s contract with the district States that the district is
responsible for funding the operating deficits of the nursing
home; however, since the state owns the nursing home, it
retains ultimate financial responsibility for the home. Only
the state’ s share of assets, liabilities, revenues and expenses
asociated with the joint operation are shown in these
financial statements. These include the land, building, and
some of the equipment for the nursing home as well as
revenues and expenses associated with the state's on-dte
contract administrator. The state’'s passthrough of U.S.
Veterans Administration’s funds to the district is aso shown
as revenue and expense of the sate.

B. FUND STRUCTURE
Primary Gover nment

The financial activities of the state are organized on the basis
of individua funds and account groups. Each fund is a
Separate accounting entity, in which the operations are
recorded in discrete sats of sdlf-balancing accounts that
comprise the assets, liahilities, fund equity, revenues and
expenditures, or expenses, of that entity. For financid
statement presentation, similar funds have been combined
into fund types and categories.

GOVERNMENTAL FUNDS

Generd Fund

Transactions related to resources obtained and used for those
services traditionally provided by state government, which
are not accounted for in other funds, are accounted for in the
General Fund. Resources obtained from federal grants that
support general governmental activities are accounted for in
the Generd Fund consstent with applicable legd
requirements.

Specid Revenue Funds

Transactions related to resources obtained from specific
sources, and restricted to specific purposes are accounted for
in the specia revenue funds. The individua funds include
the Highway Fund, the Wildlife Fund, the Labor Fund, the
Gaming Fund, and the Water Projects Construction Fund.

Debt Service Fund

This fund accounts for the accumulation of resources,
principaly transfers from other funds, for the payment of
long-term debt principa and interest. The primary debt
serviced by this fund conssts of certain long-term lease
purchase agreements.

Capita Projects Fund

Transactions related to resources obtained and used for
acquigition, congtruction, or improvement of state owned
facilities are accounted for in the capital projects fund.
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PROPRIETARY FUNDS

Enterprise Funds

These funds account for operations that are financed and
operated in a manner much like private business enterprises.
Costs of providing goods and services to the public,
including depreciation, are recovered primarily through user
charges.

Interna Service Funds

These funds account for the operations that provide goods or
services on a cost-reimbursement basis to state agencies.

FIDUCIARY FUND TYPES

Trust and Agency Funds

These funds account for assets held by the state in a trustee
capacity or as an agent for other organizations or individuas.
They include agency funds, expendable and nonexpendable
trust funds, investment trust funds, and pension trust funds.

Agency funds are used to account for assets held for other
funds, governments, or individuals. They are custodid in
nature and do not involve the measurement of operations.

The expendable trust fund classification is used when both
the principad and revenue earned may be expended for
purposes designated by the trust agreement.

Nonexpendable trust funds require that the principa of the
fund remains intact while only the earnings of the fund are
expendable.

Individual investment trust funds are used to account for
investments that are not in the treasurer’s investment pool
but are managed by the State treasurer for external entities.

Pension trust fund is used to account for the assets and
lighilities arising from the contributions and benefits payable
to participants in one of the stat€’'s pension plans. Partic-
ipation in this plan is limited to select employees primarily
legidators. Mogt state employees are covered by another
plan operated by the Public Employees Retirement Assoc-
iation. (SeeNoteV).

ACCOUNT GROUPS

Genera Fixed Assets Account Group

Land, buildings, equipment and other capital assets, of the
governmenta fund types are accounted for in this group.
Capital assets of the proprietary, trust, and the college and
university funds are recorded in their respective funds and
may be depreciated there. Infrastructure is not recorded in
the state's accounting system or financial statements.

Genera Long-term Debt Account Group

This group accounts for long-term liabilities of the govern-
mental type funds, such as genera liability, lease purchase
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obligations, employee leave abligations, and employee
workers compensation claims. It also accounts for short-
term risk management liabilities for which expendable
financia resources are not available. Long-term obligations
of the proprietary funds, trust funds, and the college and
universities are accounted for in their respective funds.

COLLEGE AND UNIVERSTY FUNDS

These funds account for the operations of the state-supported
system of higher education. The College and University
Funds consist of the following funds:

Current Funds Unrestricted account for economic resources
which are expendable for any purpose in accomplishing the
ingitutions' primary objectives.

Current Funds Redtricted account for resources received
from donors or other outside agencies, primarily the federal
government, that are restricted for specific purposes.

Loan Funds account for resources available for student loans.

Endowment Funds account for resources contributed by
donors. While the principa portion of the contribution must
remain intact, earnings may be added to the principal or
expended for restricted or unrestricted purposes.

Plant Funds account for resources available, acquisition
costs, debt service requirements, and ligbilities related to
acquiring or repairing ingtitutional properties.

Agency Funds account for resources held by the ingtitution,
acting in the capacity as agent, for distribution to designated
beneficiaries.

Component Units

The Denver Metropolitan Maor League Baseball Stadium
District uses proprietary fund accounting in preparation of its
financial statements. The Colorado Uninsurable Heslth
Insurance Plan uses practices prescribed or permitted by the
state's Divison of Insurance. However, the Plan has recast
its statements to conform to generaly accepted accounting
principles. The financia information for both entities is
presented as of December 31, 1998.

The Colorado Water Resources and Power Development
Authority uses proprietary fund accounting except for its
expendable trust fund, which uses governmenta fund
accounting, and its agency fund, which records assets and
lighilities on the modified accrua basis. The Authority's
financid information is presented as of December 31, 1998.

The Universty of Colorado Hospitd Authority and the
Colorado Travel and Tourism Authority use proprietary fund
accounting for their operations. The Hospita Authority
reports its defined benefit retirement plan as a pension trust
fund in accordance with Governmental Accounting
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Standards Board Statements No. 25 and No. 27. Financia
information for the Hospital Authority is presented as of June
30, 1999. Financid information for the Travel and Tourism
Authority is presented as of December 31, 1998.

C. BASISOF ACCOUNTING
Primary Gover nment

The accounting and financial reporting treatment applied to
afund is determined by its measurement focus. All govern-
mental funds and expendable trust funds are accounted for
usng a current financia resources measurement focus.
Nonexpendable trust funds and proprietary funds are
accounted for on aflow of economic resources measurement
focus.

Governmental fund types, expendable trust funds, and
agency funds are reported on the modified accrual bass.
This basis of accounting recognizes revenues when they are
measurable and available to finance current operations or to
liquidate liabilities existing at fiscal year-end.

Historical data, adjusted for economic trends, is used in the
estimation of the following accruals:

Sales, use, liquor, and cigarette taxes are accrued based
on filings received and an estimate of filings due by
June 30.

Net income taxes from individuals, corporations, and
trugts are accrued based on current income earned by
the taxpayer before June 30. Quarterly filings,
withholding statements, and other historical data are
used to edtimate the taxpayer's current income. The
revenue is accrued net of an alowance for uncollect-
able taxes.

Revenues earned under the terms of agreements with other
governments or private sources are recorded at the time that
the related expenditures are made.

Expenditures are recognized during the period in which the
fund liability is incurred, except for accumulated employee
leave time, principa and interest on long-term debt, which is
recorded when due, risk management liahilities in excess of
the available current financia resources appropriated for that
purpose, and inventories which are generaly considered
expenditures when consumed.

Specia reporting trestment at year-end is accorded to
encumbrances.  In the Genera Fund, a reserve for
encumbrances is recorded at year-end for the appropriation
that will be rolled-forward to cover encumbrances. In the
Capital Projects Fund and the Highway Fund, a reserve for
encumbrances is egtablished for the contracted legd
obligations of the funds.
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Proprietary fund types, and nonexpendable, investment and
pension trust funds are reported on the full accrua basis.
Using this basis, revenues are recognized when earned, and
expenses, including depreciation, are recognized when
incurred.

College and university funds are reported on the accrua
basis, except for depreciation related to plant fund assets
which is generaly not recorded, and revenues and expendi-
tures related to summer school programs which are recorded
primarily in the subsequent fiscal year in accordance with
the National Association of College and University Business
Officer's College and University Business Administration.

The date has determined that proprietary and non-
expendable trugt funds will apply al applicable GASB
pronouncements, regardless of issue date, as well as the
following pronouncements issued on or before November 10,
1989: FASB Statements and Interpretations, Accounting
Principle Board Opinions, and Accounting Research
Bulletins, unless those pronouncements conflict with, or
contradict, GASB pronouncements.

Component Units

The University of Colorado Hospital Authority has elected to
adopt the provisons of the American Indtitute of Certified
Public Accountants Audit and Accounting Guide for Health
Care Organizations, which are required for financia
statements for periods beginning on or after June 15, 1996.
Under these provisons, the hospital has qudified as a
governmental entity. In applying governmental GAAP, the
hospitd has elected to apply the provisons of al relevant
pronouncements of FASB, including those issued after
November 30, 1989 that do not conflict with or contradict
GASB pronouncements.

D. ELIMINATIONS

Substantidly al intrafund transactions and balances of the
primary government have been diminated. Substantialy dl
interfund transactions are classified as operating transfers-in
or operating transfers-out after the revenues and expendi-
tureslexpenses are reported on each of the operating
statements.

E. INSURANCE

The state has agreements with the Colorado Compensa-
tion Insurance Authority (CCIA), a related party, to
administer a Paid Loss/Retro Plan for workers
compensation insurance claims through June 30, 1996.
For claims arising after that date, the state is self-insured
for workers compensation. The state reimburses CCIA
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for the current cost of clams paid and related
administrative  expenses. Actuarially determined
liabilities are accrued for claims to be paid in future
years.

The state insures its property through private carriers and
is self-insured for genera liability for both its officials
and employees.

F. TOTAL COLUMN ON COMBINED
STATEMENTS

The total columns on the combined statements for the
primary government are captioned "Memorandum Only" to
indicate that they are presented only to facilitate financia
andyss. Data in these columns do not present financia
position, results of operations, or cash flows in conformity
with generally accepted accounting principles. Nor are they
comparable to a consolidation, as interfund eiminations
have not been made in the aggregation of this data.

G. CASH AND POOLED CASH
Primary Gover nment

For purposes of reporting cash flows, cash and pooled cash is
defined as cash-on-hand, demand deposits, certificates of
deposit with financid ingtitutions, and pooled cash with the
State treasurer.

Component Units

The Universty of Colorado Hospitd Authority and the
Colorado Uninsurable Health Insurance Plan consider highly
liquid investments with an initial maturity of three months or
lessto be cash equivadents.

The Denver Metropolitan Mgor League Basebal Stadium
Didtrict, and the Colorado Weater Resources and Power
Development Authority consider investments with a maturity
of three months or less when purchased to be cash
equivaents.

The Colorado Travel and Tourism Authority considers
highly liquid debt instruments with maturities generally of
three months or less to be cash equivaents.

H. INVENTORY

Inventories of the various state agencies primarily comprise
finished goods inventories held for resale by Correctiona
Industries, and consumable items such as office and
ingtitutional supplies, fuel, and maintenance items.
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Inventories of the governmental funds are stated at cogt,
while inventories of the proprietary funds are stated at the
lower of cost or market. The state uses various valuation
methods (FIFO, average, etc.) depending upon the dState
agency. The method used in each agency is consistent from
year to yedr.

Consumable inventories that are deemed materia are
expended a the time they are consumed. Immateria
consumable inventories are expended a the time of
purchase, while inventories held for resale are expensed at
thetime of sde.

[. INVESTMENTS

For the primary government, items classified as investments,
including those held by the state treasurer and represented as
pooled cash, are both short and long-term investments.
These are dtated at fair value except for certain money
market investments (See Note 111-G). Investments that do
not have an established market are reported at their
estimated fair value.

The date treasurer records interest based on book yidd as
adjusted for amortization of premiums and discounts.

J. PROPERTY, PLANT, AND EQUIPMENT
Primary Gover nment

Capital assets are carried a cost on the balance shest.
Donated capital assets are carried at their fair market value
at the date of donation. The State capitalizes assets whose
cost exceeds $5,000.

Generally, the state does not capitdize interest during the
congtruction of general fixed assets. Generd fixed assets are
not depreciated. Assets in proprietary and nonexpendable
trust are depreciated using the straight-line method.

The following useful lives are used for depreciation:

Buildings 25-40 years
Improvements other than buildings 10-17 years
Furniture, machinery, and equipment 5-12 years
Component Units
The Denver Metropolitan Major League Baseball

Stadium District and the University of Colorado Hospital
Authority capitalize interest during the construction of
fixed assets.
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K. DEFERRED REVENUE

With the exception of higher education funds, revenues
received from the federal government and other program
sponsors are deferred until the related expenditures are
made. In addition, it is the policy of the state's higher
education institutions to defer summer school tuition to
the following fiscal year.

L. ACCRUED COMPENSATED ABSENCES
LIABILITY

Primary Gover nment

State law concerning the accrual of sick leave was
changed effective July 1, 1988. After that date all
employees in classified permanent positions within the
State Personnel System accrue sick leave at the rate of
6.66 hours per month. Total sick leave per employee is
limited to their respective accrued balance on July 1,
1988 plus 360 additional hours. After earning the
maximum accrual each employee may convert five hours
of sick leave to one hour of annual leave. Employees are
paid for one-fourth of their unused sick leave upon death
or retirement.

Annual leave is earned at increasing rates based on
employment service longevity. In no event can a
classified employee accumulate more than 42 days of
annual leave at the end of a fiscal year. Employees are
paid 100% of their annual leave balance upon leaving
state service.

Compensated absence liabilities related to the
governmental funds are recorded in the General Long-
Term Debt Account Group. For all other fund types,
both current and long-term portions are recorded as
individual fund liabilities.

Component Units

Employees of the University of Colorado Hospital
Authority use paid time off (PTO) for vacation, holidays,
short-term illness, and personal absences. Extended
illness pay (EIP) is used to continue salary during
extended absences due to medical disability or serious
health conditions. Both PTO and EIP earnings are based
on length of service. The hospital records PTO expense
as earned. Accrued EIP is based solely on amounts
estimated to become payable to that portion of the
employee base which will ultimately retire from the
Hospital.
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The Colorado Water Resources and Power Development
Authority recognizes unused vacation benefits as they are
earned.

M. FUND EQUITY

Reserved fund balance indicates that a portion of fund
equity is not available for expenditure, or is legally
segregated for a specific use. Designated fund balances
are not legally segregated but indicate tentative
management plans for future use of funds.

The fund balance of the General Fund is reserved as
provided by statute or as provided by generally accepted
accounting principles. The unreserved portion of fund
equity on the budgetary basis is available for
appropriation or working capital. Since the state is
prohibited by its Constitution from incurring general
obligation debt, the General Fund surplus on the
budgetary basis must be positive at year-end.

Reserves of fund equity at June 30, include:

Reserved for Encumbrances - In the General Fund, this
reserve is for the portion of the Fiscal Year 1998-99
appropriation that was encumbered for goods and
services that were not received before June 30, 1999 due
to extenuating circumstances.  Thus, the specific
appropriation related to these items is rolled-forward to
Fiscal Year 1999-00.

In the Special Revenue and Capital Projects Funds this
reserve represents purchase orders, contracts and long-
term contracts related to construction of major capital
projects. Since the resources of these funds are often
received after the long-term contracts are executed and
recorded as encumbrances, the unreserved undesignated
amount may reflect a deficit. This deficit will be funded
by future proceeds of the fund.

Reserved for Other Specific Purposes - These reserves are
used to indicate that a portion of fund balance is
restricted as to its use. The restriction of the
representative assets may have been placed there by their
donor in the case of fiduciary funds, by statute in the
General and other governmental type funds, or reserved
for special purposes such as the payment of debt principal
in the case of the Debt Service Fund.

In the college and university funds, all fund balances
with the exception of the Current Unrestricted Fund are
reserved to indicate the restrictions of available assets to
specific purposes of these funds.
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Reserved for Long-Term Assets and Long-Term Receiv-
ables - These reserves in the governmental funds are used
to reserve the portion of fund balance that relates to long-
term interfund receivables and other long-term assets.
These assets are not currently available for appropriation.

Reserved for Statutorily Specified Amounts - Colorado
Revised Statutes 24-75-201.1(d)(111) requires that four
percent of the amount appropriated for expenditure from
the General Fund be reserved for that fiscal year. In
Fiscal Year 1998-99, this amount should be $188.12
million. Under generally accepted accounting principles
only $4.85 million was available to meet this reserve
requirement. However, due to delayed recognition of
excess revenue refunds under the state’'s budgetary basis,
the reserve requirement was met and legal compliance
was achieved. (See Notell-A)

Article X, Section 20 (TABOR) of the State Constitution
reguires the reservation of three percent or more of the
1998-99 fiscal year spending for emergencies. Fiscal
year spending is defined in TABOR as all spending and
reserve increases except for spending from certain
excluded revenues. (See Notel1-D)

Designated Unreserved — In the Capital Projects Fund,
this designation represents amounts appropriated but not
encumbered by contracts. In the Fiduciary Funds, this
designation represents the cumulative net earnings of the
Controlled Maintenance Trust Fund. In the College and
University Funds, this designation represents the fund
balance of the higher education auxiliary activitiesin the
Current Unrestricted Fund.

N. OUTSTANDING ENCUMBRANCES

The state uses encumbrance accounting as an extension
of forma budgetary integration in all funds except the
College and University Funds. Under this procedure,
purchase orders and contracts for expenditures of money
are recorded to reserve an equivalent amount of the
related appropriation.

Encumbrances do not congtitute expenditures or
liabilities. They lapse at year-end unless specifically
brought forward to the subsequent year, committing the
subsequent year’ s available appropriation.
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NOTE Il. BUDGETS-LEGAL COMPLIANCE

A. BUDGETARY BASIS

The budgetary fund types used by the state differ from the
generally accepted accounting fund types. The budgetary
fund types are general, cash, and federal funds. For
budgetary purposes, cash funds are al funds received by
the state that have been designated to support specific
expenditures. Federal funds are revenues received from
the Federal government. General-purpose revenues are
not designated for specific expenditures.

Eliminations of transfers and intrafund transactions are
not made in the budgetary funds if those transactions are
under budgetary control. Thus, revenues and
expenditures in these funds are shown at their gross
amounts. This results in several instances of duplicate
recording of revenues and expenditures. An expenditure
of one budgetary fund may be shown as a transfer-in or
revenue in another budgetary fund and then be shown
again as an expenditure in the second fund.

For budget purposes, depending on the accounting fund
type involved, expendituresexpenses are determined
using the modified accrual or accrual basis of accounting
with the following exceptions. Unrealized gains and
losses on investments are not recognized as changes in
revenue. Refunds under Article X, Section 20 (TABOR)
of the State Constitution are reductions of revenue for
accounting purposes, but they are shown as expenditures
for budgetary purposes. These expenditures are
recognized in the year that the refunds are paid, not in
the year the refund liability arises.

B. BUDGETARY PROCESS

The financial operations of the legidative, judicial, and
executive branches of state government, with the
exception of custodial funds or federa moneys not
requiring matching state funds, are controlled by annual
appropriation made by the General Assembly. The
Department of Transportation's portion of the Highway
Fund is appropriated to the State Transportation
Commission. Within the legislative appropriation, the
Commission may appropriate the specific projects and
other operations of the Department. In addition, the
Commission may appropriate available fund balance
from their portion of the Highway Fund.

The legidlative appropriation is constitutionally limited to
the unrestricted funds held at the beginning of the year
plus revenues estimated to be received during the year as
determined by the budgetary basis of accounting. The
original appropriation by the Genera Assembly in the
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Long Appropriations Bill segregates the budget of the
state into its operating and capital components. The
majority of the capital budgets are accounted for in the
Capital Projects Fund, with the primary exception being
budgeted capital funds used for infrastructure.

The Governor has line item veto authority over the Long
Appropriations Bill, but the General Assembly may
override each individual line item veto by a two-thirds
majority vote in each house.

General and cash funded appropriations, with the
exception of capital projects, lapse at year-end unless
executive action is taken to roll-forward all or part of the
remaining unspent budget authority. General funded
appropriations that meet the strict criteria for roll-
forward are reserved in the General Fund at year-end.
Since capital projects appropriations are generaly
available for three years after appropriation, significant
amounts of the capital budgets remain unexpended at
fiscal year-end.

The appropriation controls the combined expenditures
and encumbrances of the state, in the majority of the
cases, to the level of line item within the agency. Line
items are individual lines in the official budget document
and vary from specific payments for specific programs to
single appropriations a the agency level. The
ingtitutions of higher education are appropriated at the
governing board level. Statutes allow the Judicial and
Executive Branches, at year-end, to transfer legidative
appropriations within departments for expenditures of
like purpose. The appropriation may be adjusted in the
following session of the General Assembly by a supple-
mental appropriation.

On the Combined Satement of Revenues, Expendi-
tures/Expenses, and Changes in Fund Balances/Equity -
Budgetary Basis - Budget and Actual, the column titled
Original  Appropriation consists of the Long
Appropriations Act including anticipated federal funds,
special  bills, and any statutorily  authorized
appropriations.  The column titled Final Spending
Authority includes the original appropriation, federa
funds actually awarded, supplemental appropriations of
the legislature, and other miscellaneous budgetary items.

C. OVEREXPENDITURES

Depending on the accounting fund type involved,
expenditures/expenses are determined using the modified
accrua or accrua basis of accounting even if the accrual
will result in an overexpenditure. If earned cash
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revenues plus available fund balance, and earned federal
revenues, are less than cash and federal expenditures,
then an overexpenditure occurs even if the expenditures
did not exceed the total legidative line item
appropriation.

The state controller may allow certain overexpenditures
of the legal appropriation with the approval of the
Governor. If the controller restricts the subsequent year
appropriation for the overexpenditure, the agency is
required to seek a supplemental appropriation from the
General Assembly or reduce their subsequent year's
expenditures.

Overexpenditures at June 30, 1999, for which the
controller has restricted a future appropriation are:

The Medical Services Program of Medicaid in the
Department of Health Care Policy and Financing
overexpended its appropriation of general funds by
$11,880,399 and its appropriation of cash funds by
$806,927.

The Metropolitan State College of Denver
overexpended its appropriation of cash funds by
$427,867 when its expenditures exceeded its
revenues and available fund balance. The excess
expenditures were for the purchase of computer and
networking equipment to address the year 2000
computer problem.

The Division of Administrative Hearings in the
Department of Personnel overexpended its
appropriation of cash funds by $19,998 when
expenditures exceeded revenue earned and the
available fund balance. The division experienced
unusually large retirement payments for sick and
annual leave during Fiscal Year 1998-99.

The Human Resource Services section of the
Department of Personnel overexpended its
appropriation of cash funds by $21,004. The
overexpenditure occurred when start-up costs
associated with the new Defined Contribution Plan
exceeded revenues generated under contract with
plan vendors.

The Department of Human Services manages the
Aid to Needy Disabled — State Only Grant Program.
The department incurred expenditures greater than
its general fund appropriation for this program by
$981,444 due to an increase in caseload. However,
an adlowed appropriation transfer of $481,444
resulted in anet overexpenditure of $500,000.

As provided by Colorado Revised Statutes 24-75-109, the
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state controller has the authority to allow unlimited over-
expenditures in the Medicaid program. The Department
of Human Services is dlowed $1 million of over-
expenditures not related to Medicaid and unlimited
overexpenditures for self-insurance of its workers
compensation plan. Statute also allows overexpenditures
up to $1 million in total for the remainder of the
executive branch. An additional $1 million of transfers
and overexpenditure are allowed for the Judicial Branch.

A separately issued report comparing line item expendi-
tures to authorized budget is available upon request from
the State Controller's Office.

D. TAX, SPENDING, AND DEBT LIMITATIONS

Certain state revenues, primarily taxes and fees, are
limited under Article X, Section 20 (TABOR) of the
State Constitution. The growth in these revenues from
year to year is limited to the rate of population growth
plus the rate of inflation. The constitution also requires
voter approval for any new tax, tax rate increase, or new
debt. These limitations apply to the state as a whole, not
to individual funds, departments or agencies of the state.
Annual revenues that exceed the constitutional limitation
must be refunded, unless voters approve otherwise.

The state exceeded the revenue growth limitation in
Fiscal Year 1996-97, 1997-98, and 1998-99. A liahility
was accrued in the General Fund as a reduction of tax
revenues for the current year amount exceeding the
limitation ($679.63 million). The Fisca Year 1998-99
refund and outstanding unpaid refunds from prior years
are shown on the Combined Balance Sheet - All Fund
Types and Discretely Presented Component Units as
TABOR Refund Liability.

Colorado Revised Statutes 24-75-201 requires that the
accrual of the TABOR Refund not be included in the
General Fund budgetary fund balance (Genera Fund
Surplus) in the year in which the excess revenues were
accrued. Instead, the budgetary fund balance is reduced
in the following year by reporting an expenditure equal to
the excess revenue reduced by any amount the voters
authorize the state to retain. Therefore, the Combined
Statement of Revenues, Expenditures/Expenses, and
Changes in Fund Balances/Equity, Budget and Actual -
All Budgeted Funds shows $563.2 million expenditure
related to the Fiscal Year 1997-98 TABOR refund.

A separately issued audited report of TABOR computa
tions for Fiscal Year 1998-99 will be available from the
State Controller's Office in early 2000.
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E. BUDGET TO GAAP RECONCILIATION

The Combined Satement of Revenues, Expendi-
tures/Expenses, and Changes in Fund Balances/Equity,
Budget and Actual - All Budgeted Funds compares those
revenues and expenditures that are legislatively appropri-
ated or otherwise legally authorized. College and univer-
sity funds, with the exception of the state-appropriated
amounts are excluded from this statement.

Certain expenditures on a generally accepted accounting
principle (GAAP) basis such as bad debt expense and

depreciation, are not budgeted by the General Assembly.
These expenditures are shown as "GAAP Expenditures
Not Budgeted' on the Combined Statement of Revenues,
Expenditures/Expenses, and Changes in Fund Balances/-
Equity, Budget and Actual - All Budgeted Funds.

Some transactions considered expenditures for budgetary
purposes, such as capital purchases in proprietary fund
types, are not expenditures on a GAAP basis.

(DOLLARSIN THOUSANDS)

GOVERNMENTAL FUND TYPES

SPECIAL DEBT CAPITAL
GENERAL REVENUE SERVICE PROJECTS
BUDGETARY BASIS:
Revenues and Transfers-n:
Generd $ 5623379 $ - 3 - $ 524613
Cash 2,529,538 1,845,466 16,663 57,825
Federal 2,115,898 348,558 - 10,161
Sub-Total Revenues and Transfers-In 10,268,815 2,194,024 16,663 592,599
Expenditures/Expenses and Transfers-Out
General Funded 5,844,014 - - 359,662
Cash Funded 2,544,515 1,780,860 16,427 44,546
Federally Funded 2,121,403 347,728 - 10,158
Expenditures/Expenses and Transfers-Out 10,509,932 2,128,588 16,427 414,366
Excess of Revenues and Transfers-In Over
(Under) Expenditures and Transfers-Out - Budget Basis (241,117) 65,436 236 178,233
(Increase)/Decrease in TABOR Refund (116,471) - - -
Increase/(Decrease) in Unrealized Gainsg/L osses (108,376) (10,492) - (12,032)
Increase for Budgeted Non-GAAP Expenditures 668 14,257 - -
Increase/(Decrease) for GAAP Expenditures Not Budgeted 105,665 - - 8,184
Increase/(Decrease) for GAAP Revenue Adjustments (9,739) - - (15)
Increase/(Decrease) for Non-Budgeted Funds - - = =
Excess of Revenues and Transfers-In Over
(Under) Expenditures and Transfers-Out - GAAP Basis (369,370) 69,201 236 174,370
FUND BALANCE, JULY 1- GAAPBASIS 718,011 803,916 4,475 398,186
Prior Period Adjustments (2,900) - - -
FUND BALANCE, JUNE 30 - GAAPBASIS $ 345741 $ 873117 $ 4711 $ 572,556
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These expenditures are shown as "Budgeted Non-GAAP
Expenditures.” Some transactions considered revenues
for budgetary purposes, such as intrafund sales, are not
considered GAAP revenues. Some events, such as the
recognition of unrealized gaing/losses on investments and
the current year TABOR liability affect revenues on a
GAAP basis but not on the budgetary basis. These events
and transactions are shown as “GAAP Revenue
Adjustments.” The inclusion of these revenues and

expenditures in the Combined Statement of Revenues,
Expenditures/Expenses, and Changes in Fund Balances/-
Equity, Budget and Actual - All Budgeted Funds is
necessary to reconcile fund balance.

A reconciliation of the Combined Statement of Revenues,
Expenditures/Expenses, and Changes in Fund Balances/-
Equity, Budget and Actual - All Budgeted Funds to the
fund balances of the GAAP fund types follows:

PROPRIETARY FIDUCIARY ACCOUNT GROUPS
FUND TYPES FUND TYPES
GENERAL GENERAL COLLEGE AND TOTAL
INTERNAL TRUST & FIXED LONG-TERM UNIVERSITY PRIMARY
ENTERPRISE  SERVICE AGENCY ASSETS DEBT FUNDS GOVERNMENT

$ - $ - % - $ - - $ - $ 6,147,992
474,611 191,682 448,331 - - 1,257,530 6,821,646
67,791 - 12,572 - - - 2,554,980
542,402 191,682 460,903 - - 1,257,530 15,524,618
- - - - - - 6,203,676
442,496 192,103 309,627 - - 1,246,832 6,577,406
63,653 - 11,954 - - - 2,554,896
506,149 192,103 321,581 - - 1,246,832 15,335,978
36,253 (421) 139,322 - - 10,698 188,640
- - - - - - (116,471)
(733) (259) (18,963) - - (2,011) (152,866)
2,983 200 13 - - - 18,121
(27,269) (2,098) (12) - - 84,470
- - - - - (9,754)
- - (127,447) 155,060 253,046 280,659
11,234 (2,578) (7,087) 155,060 261,733 292,799
86,043 23,315 2,122,893 1,575,763 2,879,871 8,612,473
- - 288,007 - - 285,107
$ 97277 $ 20,737 $ 2403813 $ 1,730,823 $ 3,141,604 $ 9,190,379
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NOTE I1l. OTHER ACCOUNTING DISCLOSURES

A. CASH AND POOLED CASH
Primary Gover nment

The State Treasury acts as a bank for all state agencies,
with the exception of the University of Colorado.
Moneys deposited in the Treasury are invested until the
cash is needed. Interest earnings on these investments
are credited to the General Fund, unless a specific statute
directs otherwise. Where a fund category has a deficit cash
position, that deficit has been reclassified to an interfund
payable to the Generd Fund. The detailed composition of
the cash and investments is shown in the annual
Treasurer's Report.

State agencies are authorized by various statutes to
deposit funds in accounts outside the custody of the State
Treasury. Legaly authorized deposits include demand
deposits and certificates of deposit. The state's cash
management policy is to invest al major revenues as
soon as the moneys are available within the banking
system. Electronic transfers are used by the state to
enhance availability of funds for investment purposes.

Colorado statutes require protection of public moneys in
banks beyond that provided by the federa insurance
corporations. The Public Deposit Protection Act in
Colorado Revised Statutes 11-10.5-107(5) requires all
eligible depositories holding public deposits to pledge
designated eligible collateral having market value equal
to at least 102% of the deposits exceeding those amounts
insured by federal insurance.

The state maintains accounts and certificates of deposits
for various purposes at locations throughout the state.
Cash balances not required for immediate use are
deposited either through the investment pool
administered by the state treasurer or by the fund
custodians.

The state categorizes its cash into three categories as to
their risk:

Category 1 is federally insured deposits, or deposits
fully collateralized with securities held by the state
or its agent in the state's name.

Category 2 is deposits uninsured but fully collater-
alized with securities held by the pledging
financial institution's trust department or agent in
the state's name.

Category 3 is uncollateralized. This includes any
bank balance that is collateralized with securities
held by the pledging financial institution, or by its
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trust department or agent, but not in the state's
name.

At June 30, 1999, the state had cash balances in all funds
with a carrying value of $899.5 million. The bank
balances of these funds are categorized by risk as follows:

Risk Bank Balance
Category June 30
1 $ 750,650,596
2 175,513,081
3 228,642

TOTAL $926,392,319

The Cash and Pooled Cash line on the financial
statements includes $3,035.6 million of claims of the
state's funds in the treasurer’s pooled cash. At June 30,
1999, the treasurer had invested $2,973.5 million of the
pool with the balance in demand deposits and certificates
of deposit.

Component Units

At December 31, 1998, the Colorado Water Resources
and Power Development Authority had federally insured
cash deposits with a bank balance of $193,541 and
deposits collateralized in single ingtitution pools of
$12,1609.

At December 31, 1998 the Denver Metropolitan Major
League Baseball Stadium District had federally insured
cash deposits with a bank balance of $33,405. They aso
had $12,946,887 in money market funds invested in
obligations of the U.S. Government or its agencies.

At December 31, 1998, the Colorado Travel and Tourism
Authority had federally insured cash deposits with a bank
balance of $100,000 and uncollateralized and uninsured
deposits of $129,628.

B. NONCASH TRANSACTIONSIN THE
PROPRIETARY FUND TYPES

In the proprietary fund types, noncash transactions occur
that do not affect the Combined Statement of Cash Flows,
All Proprietary Fund Types and Smilar Trust Funds and
Discretely Presented Component Units. These
transactions are summarized at the bottom of the
statement and are explained as follows:
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Correctional Industries, an enterprise activity,
recorded $1,062,021 of revenues and expense related
to receipt and distribution of federal surplus
property. Correctional Industries exchanged no cash
in the underlying transactions.

The State Fair Authority, an enterprise fund,
received $1,874,038 of fixed assets from the General
Fixed Assets Account Group.

The State Nursing Homes, an enterprise activity,
received $39,923 of fixed assets contributed by the
Capital Projects Fund, $7,378 from donated fixed
assets, and assumed $24,878 of |ease obligations for
the purchase of fixed assets. They aso lost $1,310
on the disposal of fixed assets.

Guaranteed Student Loan (GSL), an enterprise
activity, assumed $1,345,367 in lease and note
obligations for the purchase of equipment. GSL also
recorded a $28,631 loss on disposal of equipment.

Central Services, an internal service activity,
increased their capital lease obligations by
$13,778,939 to acquire additional vehicles for their
fleet program.

The Public Safety Fund, an internal service fund,
received $499,900 from the General Fixed Assets
Account Group related to the purchase of an aircraft
that was funded by the Capital Projects Fund.

-~ Nearly al proprietary funds incurred unrealized
gainglosses on investments or on the Treasurer's
pooled cash. The unrealized loss on the Treasurer’s
pool changed cash balances, but the gain/loss on
investments individually held did not result in
changes in cash balances. Note I1I-G shows the
combined effect of these two sources of unrealized
loss.

C. RECEIVABLES
Primary Gover nment

The tax receivable of $889.7 million results from the
recording of self-assessed taxes on the modified accrual
basis. The other receivables of $298.2 million are net of
a deduction of $80.1 million in allowance for doubtful
accounts.
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Component Units

The Colorado Water Resources and Power Development
Authority had loans receivable of $355.7 million and
$279.0 million a December 31, 1998 and 1997,
respectively. During 1998 they made new loans of $87.8
million and canceled, or received repayments for existing
loans of $11.1 million.

The University of Colorado Hospital Authority has a
significant concentration of patient accounts receivable
with Medicare (25 percent), Medicaid (9 percent), and
Blue Cross (7 percent). However, the authority’s
management does not believe that there are any credit
risks associated with these payers. Further, the authority
continually monitors and adjusts its reserves and
allowances associated with these receivables. Net patient
service revenue under the Medicare and Medicaid
programs in Fiscal Year 1998-99 and 1997-98 were
approximately $97.6 million and $99.1 million,
respectively.

Net patient service revenue is reported at the estimated
net realizable amounts from patients, third-party payers,
and others for services rendered, including estimated
retroactive adjustments under reimbursement agreements
with third-party payers. Retroactive adjustments are
accrued on an estimated basis in the period the related
services are rendered and adjusted in future periods, as
final settlements are determined.

D. INVENTORY

Inventories of $8.25 million in the General Fund at June
30, 1999, consisted of $7.26 million of consumable
inventories, and $.98 million of food donated to the
Department of Human Services.

E. PREPAIDS, ADVANCES, AND DEFERRED
CHARGES

In the General Fund, this account consists primarily of
Medicaid payments in advance made to mental health
and health care providers by the Department of Health
Care Policy and Financing. Charges in the College and
University Funds related to summer school are deferred
to Fiscal Year 1999-00 to match the deferral of summer
school tuition.
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F. INTERFUND BALANCES

Individual interfund receivable and payable balances at
June 30, 1999 are:

(Amounts in Thousands)

Interfund Interfund
Fund Receivables Payables
Genera Fund $ 39,131 $ 35,247
Specia Revenue Funds
Highway 6,682 941
Wildlife 1,668 9
Labor 412 -
Gaming 7,856 34,761
Water Projects 208 8,000
Capita Projects Funds 1,922 1,468
Enterprise Funds
Guaranteed Student Loan - 1
State Lottery - 17,417
Prison Canteens 22 -
Correctiona Industries 321 124
Other Enterprise Activities 4 1
Internal Service Funds
Central Services 76 7
Telecommunications 3 1,069
Highways 5 -
Administrative Hearings 1 -
Expendable Trust Funds
Unemployment Insurance 26 -
State Treasurer 13,861 -
Severance Tax Fund 10,002 -
Land Board - 3,428
Conservation Trust Fund 7,000 -
Deferred Compensation Plan 103 103
Other Expendable Trusts - 10
Pension Trust Funds - 20
Nonexpendable Trust Funds
State Lands 131 -
Controlled Maintenance - 237
Other Nonexpendable Trusts 10 -
Agency Funds
Revenue 6,273 4,003
Treasury 8,750 -
Other Agency Funds 245 22
College and University Funds
Unrestricted 3,462 13,849
Restricted 4,955 3,513
Loan 1 -
Endowment 14 1,730
Unexpended Plant Fund 16,149 1,762
Retirement of Indebtedness 426 -
Investment in Plant - 1,954
Agency 1 44
Totals $ 129,720 $ 129,720
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G. INVESTMENTS
Primary Gover nment

The state holds investments both for its own benefit and
as an agent for certain entities as provided by law. The
state does not invest its funds with any external
investment pool, rather, funds not required for immediate
payments are administered by the authorized custodian of
the funds or pooled and administered by the state
treasurer (See Note 111-H).

The state treasurer maintains an agency fund for the Great
Outdoors Colorado Program (GOCO), a related party. At
June 30, 1999 and 1998 the treasurer had $48.9 million and
$62.0 million at fair vaue, respectively, of GOCO'sfundson
deposit and invested. The treasurer aso maintains an
individua investment trust fund for the Colorado Compensa
tion Insurance Authority (CCIA), a related party. At June
30, 1999 and 1998, the treasurer had $653.0 and $779.1
million a fair value, respectively, of CCIA’s funds on
deposit and invested.

Colorado Revised Statutes 24-75-601.1 authorizes the
type of investments that the state may hold. In general,
the statute requires securities that are of the highest
quality as determined by national rating agencies, those
guaranteed by another state or the federal government, or
a registered money market fund whose policies meet
criteria set forth in the statute.

The state categorizes the custodial risks of its

investments into the following categories:

Category A is those investments that are insured
or registered securities held by the state or its
agent in the state's name.

Category B is those investments that are
uninsured and unregistered, with securities held
by the counterparty’s trust department or agent in
the state’ s name.

Category C is those investments that are
uninsured and unregistered, with securities held
by the counterparty or its agent, but not in the
state’s name.

Mutual funds and certain other investments are not
categorized as to custodial risk because ownership is not
evidenced by a security.

The following table lists the state's investments by type
and risk category:
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(Amounts in Thousands)

Risk Category Total

Type of Investment* A B c Fair Value
U.S. Government Securities $1,937,907 $12,318 $27,001 $ 1,977,226
Bankers Acceptance 41,310 - - 41,310
Commercial Paper 487,368 - - 487,368
Corporate Bonds 701,487 - 1,046 702,533
Corporate Securities 5,901 - 10,840 16,741
Repurchase Agreements 30,514 - - 30,514
Asset Backed Securities 1,245,900 - 671 1,246,571
Other 213 139 - 352

Subtotal $4,450,600 $12,457 $39,558 4,502,615
Uncategorized 530,133

Total $ 5,032,748

*Note: Amounts Include the treasurer’s pool and individual Investment accounts.

The following schedule reconciles deposits and
investments to the financial statements for the primary
government:

(Amounts in Thousands)

Carrying
Footnote Amounts Amount
Deposits (Note 111-A) $ 899,466
Investments 5,032,748
Total $ 5,932,214
Combined Balance Sheet Amounts
Cash and Pooled Cash $ 3,845,404
Investments 1,759,494
Rights Under Deferred Compensation 327,316
Total $ 5,932,214

The fair value of the state’s investments are determined
from quoted market prices except for money market
investments which are reported at amortized cost which
approximates market.

Realized gains from the sale of investments related to the
Treasurer’s pooled cash were $1,723,116 for Fiscal Y ear
1998-99. Excluding the Individua Investment Trust
Fund, and the Deferred Compensation Plan, the state
realized $675,188 of net gains from the sale of invest-
ments of other funds during Fiscal Year 1998-99.

The calculation of realized gains and losses is
independent of the calculation of the net change in the
fair value of investments. Realized gains and losses on
investments held in more than one fiscal year and sold in
the current year were included as a change in the fair
value of investments in those prior periods.

The following schedule shows the dtat€'s net unredized
gains and (losses) by fund category for Fisca Y ears 1998-99
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and 1997-98. It excludes the Deferred Compensation Plan,
an expendable trust fund, and agency funds because redlized
gains of these funds are not available to the date's
programs.

(Amounts in Thousands)

Gain/(Loss)

Fiscal Year Fiscal Year
Fund Type 1998-99 1997-98
Individual Investment Accounts $ (29,046) $ 22,774
General Fund (11,513) 7,592
State Lands (7,218) 5,245
Controlled Maintenance Trust (6,282) 6,607
Labor (5,743) 4,945
Capital Projects (3,864) 1,533
Highways (3,076) 1,890
Current Funds - Unrestricted (2,061) (1,888)
Weater Conservation Construction (854) 476
Wildlife (795) 439
Renewal and Replacement (596) (1,049)
Colorado Gaming Fund (517) 293
Colorado Student L oan Program (389) 206
Unexpended Plant Funds (347) (2,392)
Retirement of Indebtedness (263) 380
Severance Tax Trust Fund (257) 199
State Employee Group Insurance (248) 128
Colorado Lottery Fund (234) 129
Other Expendable Trusts (161) 48
Other Nonexpendable Trusts (57) 55
Correctiona Industries (40) 22
Other Enterprise Funds (36) 36
Loan Fund (36) (60)
Treasurer's Expendable Trust (30) 18
State Nursing Homes (23) 13
Conservation Trust Fund 17) 6
Transportation (10 7
State Fair Authority @) 5)
Business Enterprise Program (©)] 2
Debt Service @ 1
Current Funds - Restricted 229 1,045
Endowment Fund 238 3,790
Totals $ (73,257) $ 52,485
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Component Units

The state’'s component units have adopted Governmental
Accounting Standards Board Statement No. 31
Accounting and Financial Reporting for Certain
Investments and for External Investment Pools (GASB
31), which requires all debt and equity securities to be
reported at fair value. The fair values are based on
gquoted market prices, if available, or estimated using
guoted market prices for similar securities.

Colorado Water Resources and Power Development
Authority’s implementation of GASB 31 did not affect
interperiod investment comparability since the change to
fair value at December 31, 1997 was not material.

Colorado statutes specify investment instruments meeting
defined rating and risk criteria in which governmental
units may invest. The risk criteria are defined the same
as for the primary government.

In Fiscal Year 1998-99, the University of Colorado
Hospital Authority realized a net gain on investments of
$7.2 million and unrealized gain of $6.0 million. The
unrealized gain represented a $1.3 million decline in the
unrealized fair value of investments from the prior fiscal
year.

The following table lists the component units

investments by type and risk category:

(Amountsin Thousands)

Risk Category Total

Type of Investment A B C Fair Value
U.S. Government Securities $ 79619 $ - $ 8,152 $ 87,771
Repurchase Agreements - - 120,771 120,771
Corporate Bonds 54,050 - - 54,050
Equity Securities 45,701 - - 45,701

Subtotal $179370 $ - $ 128,923 308,293
Uncategorized 196,083

Tota $ 504,376

H. TREASURER’S INVESTMENT POOL

Participation in the treasurer’s pool is mandatory for all
state agencies with the exception of the University of
Colorado. The treasurer determines the fair value of the
pool’s investments at each month-end for performance
tracking purposes. Short-term realized gains and losses
and interest earnings, adjusted for amortization of
premium and discounts, are distributed monthly prorated
to the average of the participant’s daily balance during
the month if the participant is authorized to receive
interest and investment earnings by statute.

Colorado Revised Statutes 24-36-113 authorizes the state
treasurer to enter collateralized securities lending
agreements. During Fiscal Year 1998-99, the treasurer
loaned U.S. government and federal agencies securities
held for the Colorado Compensation Insurance Authority
to Morgan Stanley. The treasurer also loaned U.S.
government and federal agencies securities held for the
Colorado Treasury Pool, the Public School Permanent
Fund, and the Controlled Maintenance Trust Fund to
Deutsche Bank. Morgan Stanley and Deutsche Bank pay
the treasurer an agreed upon fee for use of these securi-
ties. Collateral isdeposited and held in a custodial bank.
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Currently, collateral held by the custodial bank includes
A-rated or better domestic corporate bonds, however, the
agreement alows collateral to include government and
federal agencies' securities as well. Corporate securities
held as collateral must equal at least 105 percent of the
market value of the loaned securities, while government
securities must equal at least 102 percent of the market
value. The treasurer does not have the authority to
pledge or sell collateral securities without borrower
default nor does the treasurer accept cash as collateral.

Morgan Stanley, acting as the principal, and Deutsche
Bank, acting as agent and fiduciary, are directly respons-
ible for the safeguarding of assets. Each carries a
financial ingtitution bond that is substantially more than
the amount required by the New York Stock Exchange.
On June 30, 1999, the market value of securities on loan
from the Colorado Compensation Insurance Authority
account was $179,888,721. The market value of the
collateral securities pledged was $190,922,550. At June
30, 1999, the market value of the securities on loan from
the other three funds was $1,329,520,668, and the
market value of the related pledged collatera was
$1,372,358,703.
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I. PROPERTY, PLANT, AND EQUIPMENT

Primary Gover nment

A summary of fixed assets by account groups and fund types follows:

(Amounts in Thousands)

Generd
Fixed Assets Internal College &
Account Enterprise Service  Fiduciary University
Group Funds Funds Funds Funds Totals
Land and Improvements $ 218800 $ 9110 $ - $ 7549 $ 183203 $ 418,662
Buildings and |mprovements 1,038,352 26,797 847 42 1,679,178 2,745,216
Equipment 328,768 32,203 106,871 628 550,724 1,019,194
Library Books and Holdings 2,743 - - 3,833 277,497 284,073
Construction in Progress 130,597 379 10,068 - 277,198 418,242
Other 11,563 58 16,978 - 901 29,500
Less: Accumulated Depreciation - (33,737) (78,704) (2 (1,367) (113,810)
Totals $1,730,823 $ 34810 $ 56,060 $12,050 $ 2,967,334 $ 4,801,077

A statement of changes in general fixed assets for the year ended June 30, 1999 is shown below:

(Amountsin Thousands)

Beginning Ending

Balance Net Balance

July 1 Additions Deductions Change June 30
Land and Improvements $ 202,591 $ 16,209 $ 218,800
Buildings and Improvements 852,534 185,818 1,038,352
Equipment 343,302 (14,534) 328,768
Library Books and Holdings 2,743 - 2,743
Construction in Progress 163,256 (32,659) 130,597
Other 11,337 226 11,563
Totals $ 1,575,763 $ 220,937 $ 65,877 $ 155,060 $ 1,730,823

Component Units

At December 31, 1998, the Colorado Travel and Tourism
Authority reported office equipment, net of accumulated
depreciation, of $5,901.

The Colorado Water Resources and Power Development
Authority reported furniture and fixtures, net of
accumulated depreciation, of $102,453 at December 31,
1998.

The Denver Metropolitan Major League Baseball
Stadium District reported land and improvements,
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buildings, and other property and equipment, of $184.2
million and $188.9 million, net of accumulated
depreciation, a December 31, 1998 and 1997
respectively.

At June 30, 1999, the University of Colorado Hospital
Authority reported gross amounts for land, buildings and
improvements of $165.6 million, equipment of $88.2
million, and construction in progress of $11.6 million.
Accumulated depreciation related to these fixed assets
was $94.3 million.
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J. OTHER LONG-TERM ASSETS

In the governmental funds, the state has reserved the
fund balance for long-term assets and long-term loans
receivable. The loans in the Special Revenue Fund are
made to local entities by the Water Conservation Board
for the purpose of constructing water projects in the state.
These loans are made for periods ranging from 10 to 40
years at interest rates of 2 to 4 percent. The loans require
the local entities or districts to make a yearly payment of
principal and interest.

K. FUND BALANCE DEFICITS

The fund deficit of $281.9 million in undesignated fund
equity of the Special Revenue Funds is the result of
reserving fund balance for purchase orders and long-term
contracts related to highway construction. This deficit
will be funded from future proceeds of the Highway

Fund.

The Administrative Hearings Fund, an internal service
fund, had a retained earnings deficit of $61,874 at June
30, 1999 and a deficit of $106,822 at June 30, 1998.

The Defined Contribution Fund, a pension trust fund,
had an unreserved undesignated net asset deficit of
$21,004 at June 30, 1999. The deficit resulted because
administrative  expenditures of establishing and
managing the plan exceeded the revenues available for
that purpose.

The State Fair Authority, an enterprise fund, had a
retained earnings deficit of $1,328,459 and $777,614
respectively at June 30, 1999 and June 30, 1998.

L. FUND EQUITY

Fund equities reserved for other specific purposes at June
30, 1999 are:

(Amountsin Thousands)

Specid Debt Capital
General Revenue Service  Projects Fiduciary
Reserved For Fund Funds Fund Funds Funds
Unemployment Benefits $ $ $ $ 743,925
CCIA Individual Investment Trust Fund 662,105
Deferred Compensation Plan 327,567
Public School Permanent Moneys 299,985
Benefits for Injured Workers 150,062
Water Conservation Construction 93,587
Wildlife, Parks and Outdoor Recrestion 1,088 70,866 874
Severance Tax 31,756 40,745
Family Issues Cash Fund 39,404
Colorado Gaming Fund 38,203
Hazardous Substances Response 31,393
Controlled Maintenance Trust Fund 30,948
Uninsurable Health Insurance Plan 20,137
Mineral Leasing 18,315
Energy Conservation 14,132
Victims of Crime 1,322 11,387
Public School Fund 10,878
Species Conservation 10,278
Petroleum Storage Tank Fund 10,068
Nat. Resources Damage Recovery Fund 8,376
Mined Land Reclamation 225 7,867
Uranium Mill Tailing Removal 7,136
Workers Compensation Regulation 7,131
Limited Gaming Impact Fund 6,207
General Liability Fund 5,945
Economic Development Moneys 5,630
Old Age Pension Stabilization 5,000
Drug Offenders Surcharge Fund 4,860
Debt Retirement 4,711
Federal or Other Restrictions 4,568
Disaster Emergency Fund 4,462
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(Continued)
(Amountsin Thousands)
Specid Debt Capital
General Revenue Service  Projects Fiduciary
Reserved For Fund Funds Fund Funds Funds

Children's Basic Health Plan 4,081

Central Indexing System 4,020

Distributed Data Processing 3,693

Aviation Fund 3,597

Public Safety Communications Fund 3,473

Secretary of State's Fees 3,458

Real Estate Recoveries 2,963
Supreme Court Grievance Committee 2,737
Employment Support Fund 2,604

Public Employees Social Security 2,567

Brand Inspection Fund 2,562

Patient Benefit Fund 2,391
Regulatory License and Fee Adjustment 2,349

Treasurer's Escheats Fund 2,130
Disabled Telephone Users Fund 1,902

Uniform Commercia Credit Code 1,860

Housing Rehabilitation Revolving Loans 1,822
Motor Carrier Fund 1,714

Emergency Medical Services 1,489

Infant Immunization 1,469

LEAF 1,414

Unemployment Revenue Fund 1,313

Artin Public Places 1,219

Department of Law Custodial Fund 1,208

Deder License Board Fund 1,203

State Rail Bank Fund 1,182

Environmental Response Fund 1,129

Off Highway Vehicles Fund 1,071

Alcohol Driver Safety Fund 1,048

Weaste Tire Recycling Fund 1,018

Low Income Telephone Assistance 1,016

Comprehensive Health Education 1,014

Other Special Purpose Programs 34,116 33 11,656
Totals $ 325936 $ 359,347 $4,711 $ 4568 $2,149,102

M. PRIOR PERIOD ADJUSTMENTS
Primary Gover nment

On the Combined Statement of Revenues, Expenditures,
and Changes in Fund Balances, All Governmental Fund
Types, Expendable Trust Funds, and Discretely
Presented Component Units, the fund balance of the
General Fund decreased by $2,900,187. This adjustment
was to correct the under-recording of General Fund
expenditures related to the Medicaid Program in Fiscal
Year 1997-98. The adjustment did not cause the
Department of Health Care Policy and Financing to
report an overexpenditure because the Legislature made
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an appropriation in 1999 to the Fiscal Year 1997-98
budget.

On the Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances Expendable Trust Funds,
the fund balance of the Deferred Compensation Plan, an
expendable trust fund, increased by $288,341,104. This
adjustment reflects the implementation of Governmental
Accounting Standards Board Statement No. 32
Accounting and Financial Reporting for Internal
Revenue Code Section 457 Deferred Compensation Plans
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that requires such plans to be reported in an expendable
trust fund. The Plan was previously an agency fund.
The fund balance of the Other Expendable Trust funds
decreased by $334,114 when the administrative portion
of the deferred compensation plan was reclassified from
an Other Expendable Trust fund to the Deferred
Compensation Plan.

N. TRANSFERSBETWEEN FUNDS

Major operating transfers between funds for the fiscal
year ended June 30, 1999, were as follows:

(Amounts in Thousands)

Transfer Amount
Genera Fund to Higher Education $ 661,012
General Fund to Capital Construction 472,259
Capital Construction to Higher Education 117,770
Capital Construction to Highway Fund 49,945
Lottery Fund to Conservation Trust Fund 33,859
Gaming Fund to General Fund 32,360
School Income Expendable Trust to General Fund 30,324
Highway Fund to General Fund 22,852
Wildlife Fund to Capital Construction Fund 20,712
Controlled Maintenance Trust to Capital Construction 17,625
Capital Construction to Debt Service Fund 16,427
General Fund to Highway Fund 11,609
Treasurer's Expendable Trust to General Fund 9,084
Lottery Fund to Wildlife Fund 8,465
Capital Construction to General Fund 8,452
Water Projects Construction Fund to General Fund 4,706
General Fund to Water Projects Construction Fund 3,821
Higher Education to General Fund 3,425
Other Expendable Trust Funds to General Fund 3,150
Gaming Fund to Highway Fund 3,066
Severance Tax Trust to General Fund 3,015
Highway Fund to Capital Construction 2,930
Wildlife Fund to General Fund 2,762
Central Servicesto General Fund 1,779
Prison Canteens to Capital Construction 1,607
State Lands to General Fund 1,220
Victims Compensation Trust Fund to General Fund 1,116
Other 11,767

Total $ 1,557,119

In addition to the above transfers, residual equity
transfers were made to the proprietary funds from the
governmental funds and the General Fixed Assets
Account Group. In the proprietary funds, these transfers
are shown as "Additions To Contributed Capital” in the
fund equity section of the Combined Statement of
Revenues, Expenses, and Changes in Fund Equity, All
Proprietary Fund Types, Smilar Trust Funds, and
Discretely Presented Component Units in the amount of
$2,503,240.  This amount comprises the following
transactions:

The State Fair Authority, an enterprise fund,
received $1,874,038 of fixed assets from the General
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Fixed Assets Account Group. Previousy the
Department of Agriculture reported these fairground
fixed assets in the General Fixed Assets Account
Group. The account group does not have an
operating statement; thus, there is not a
corresponding transfer-out.

The State Nursing Homes, an enterprise fund,
received $39,923 of fixed assets from the Genera
Fixed Assets Account Group that were funded by the
Capital Projects Fund and are shown as additions to
contributed capital. The account group does not
have an operating statement; thus, there is not a
corresponding transfer-out.

The Public Safety Fund, an internal service fund,
received $499,900 from the General Fixed Assets
Account Group related to the purchase of an aircraft
that was funded by the Capital Projects Fund. The
transfer is shown as additions to contributed capital.
The account group does not have an operating
statement; thus, there is not a corresponding
transfer-out.

The Department of Transportation transferred
$89,379 from the Highway Fund, a specia revenue
fund, to the Highways Internal Service Fund.

The advances from private or public sources in the
Capital Projects Fund on the Combined Satement of
Revenues, Expenditures, and Changes in Fund Balances
represent capital construction projects funded by internal
service funds. Due to legal requirements, these projects
are accounted for in the Capital Projects Fund.

O. SEGMENT INFORMATION
Primary Gover nment

The principa activities of the state's enterprise funds are
the guaranteed student loan program, the lottery, the
state's nursing homes, the business enterprise program,
enterprises at the state's prisons, and the state fair.

The guaranteed student loan program guarantees loans
made by private lending institutions, in compliance with
operating agreements with the U.S. Department of
Education, to students attending postsecondary schools.

The State Lottery encompasses the various lottery and
lotto games run under state statute. In the past, net
proceeds were used to support various state construction
projects. In Fiscal Year 1993-94, the Great Outdoors
Colorado Program began the phased reduction of the
amount of net lottery proceeds available for state
construction projects.
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The state nursing homes provide nursing home and
retirement care to the elderly. The state's nursing homes
are located a Homelake, Walsenburg, Florence, Rifle,
and Trinidad.

The business enterprise program assists the visually
impaired in operating businesses such as cafeterias in
state office buildings.

Enterprise activities at the state's prisons include the sale
of manufactured goods and farm products produced by
convicted criminals incarcerated in the state's prison
system.

Segment information for the enterprise funds of the state
for the year ended June 30, 1999, is:

(Amounts in Thousands)

GUARANTEED BUSINESS STATE CORREC- STATE OTHER
STUDENT STATE  ENTERPRISE NURSING  PRISON TIONAL FAIR ENTERPRISE
LOAN LOTTERY  PROGRAM HOMES CANTEENS INDUSTRIES AUTHORITY ACTIVITIES TOTALS
Operating Revenue $78986  $368,812 $ 671 $ 18,052 $ 8,815 $ 28,504 $ 5,233 $ 3513 $512,586
Federal Grants and

Contracts 60,954 - 642 5,134 - - - 1,062 67,792
Depreciation 683 446 182 495 48 895 815 33 3,597
Operating Income 10,358 83,155 (801) (450) 1,333 875 (2,700) (151) 91,619
Operating

Transfers-In - - 228 - 96 - 48 372

Transfers-(Out) (206) (42,642) - (96) (1,667) (457) - (237) (45,205)
Net Income (Loss) 10,152 (161) (245) (191) (305) 569 (552) (47) 9,320
Additions to

Contributed Capital - - - 40 - - 1,874 - 1,914
Working Capital 47,485 115 495 3,025 3,576 12,478 (75) 1,388 68,487
Increase in Net Property,

Plant, and Equipment 1,266 (62) (157) 25 919 107 1,263 207 3,568
Total Assets 68,022 38,881 1,040 11,195 5,565 23,598 10,723 6,327 165,351
Bonds and Other Long-

Term Liabilities 1,629 862 45 947 65 997 2,391 77 7,013
Fund Equity 48,932 1,376 807 9,192 5,000 19,771 6,674 5,525 97,277

Component Units

The Colorado Water Resources and Power Development
Authority's purpose is to initiate, acquire, construct,
maintain, repair and operate, or cause to be operated,
projects for the protection, preservation, conservation,
upgrading, development and utilization of the water
resources of the state.

The Denver Metropolitan Major League Baseball
Stadium District includes all or part of the six countiesin
the Denver metro area. The District was created for the
purpose of acquiring, constructing and operating a major
league baseball stadium. The District levies a sales tax of
one-tenth of one percent throughout this District for a
period not to exceed 20 years for this purpose.

University Hospital is a nonsectarian, general acute care
regional hospital, with seven outpatient clinics, operated
by the University of Colorado Hospital Authority. It is

221

the teaching hospital of the University of Colorado
Health Sciences Center. The hospital's mission is to
provide education, research and a full spectrum of
primary, secondary and tertiary health care services to
the Denver metropolitan area and the Rocky Mountain
Region.

The Colorado Uninsurable Health Insurance Plan is a
nonprofit public entity created to provide access to health
insurance for those Colorado residents that are unable to
obtain hedth insurance, or unable to obtain health
insurance except at prohibitive rates or with restrictive
exclusions.

The Colorado Travel and Tourism Authority was created
in 1994 for the purpose of promoting the State of
Colorado as a quality travel and tourist destination
through advertising, publications, and public relations
activities.
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CONDENSED BALANCE SHEET
ALL DISCRETELY PRESENTED COMPONENT UNITS

DOLLARSIN TRUST & PENSION
THOUSANDS AGENCY TRUST FUND PROPRIETARY FUND TYPES
COLORADO DENVER COLORADO
WATER METROPOLITAN WATER COLORADO  COLORADO
RESOURCES UNIVERSITY MAJORLEAGUE  UNIVERSITY RESOURCES TRAVEL  UNINSURABLE
AND POWER  OF COLORADO BASEBALL OF COLORADO  AND POWER AND HEALTH
DEVELOPMENT HOSPITAL STADIUM HOSPITAL DEVELOPMENT TOURISM INSURANCE
AUTHORITY AUTHORITY DISTRICT AUTHORITY AUTHORITY ~ AUTHORITY PLAN TOTAL
ASSETS:
Current Assets $ 47,47 $ o $ 18,599 $ 58,901 $ 95,647 $ 648 $ 3,640 $ 224582
Investments 96,922 65,561 - 269,443 72,450 - - 504,376
Property, Plant and Equip., net - - 184,217 171,056 102 6 4 355,385
Other Long-Term Assets - - 1,265 14,498 340,824 - 356,587
Total Assets $ 144,069 $ 65561 $ 204,081 $ 513898 $ 509,023 $ 654 $ 3,644 $ 1,440,930
LIABILITIES:
Current Liabilities $ 101,439 $ o $ 1,048 $ 59,627 $ 38,791 $ 627 $ 2,133 $ 203,665
Notes and Bonds Payable - - 68,805 238,324 308,997 - - 616,126
Other Long-Term Liabilities - - - 5,562 2,342 - - 7,904
Total Liabilities 101,439 - 69,853 303,513 350,130 627 2,133 827,695
FUND EQUITY:
Contributed Capital - - 386 - 92,375 - - 92,761
Retained Earnings - - 133,842 - 66,518 27 1,511 201,898
Fund Balances:
Reserved 42,630 65,561 - - - - - 108,191
Undesignated - - - 210,385 - - - 210,385
Total Fund Equity 42,630 65,561 134,228 210,385 158,893 27 1,511 613,235
Total Liabilities and Fund Equity $ 144,069 $ 65561 $ 204,081 $ 513898 $ 509,023 $ 654 $ 3,644 $ 1,440,930
CONDENSED STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND EQUITY
ALL DISCRETELY PRESENTED COMPONENT UNITS - PROPRIETARY FUNDS
DOLLARSIN
THOUSANDS PROPRIETARY FUND TYPES
DENVER COLORADO
METROPOLITAN WATER COLORADO  COLORADO
MAJORLEAGUE  UNIVERSITY RESOURCES TRAVEL  UNINSURABLE
BASEBALL OF COLORADO  AND POWER AND HEALTH
STADIUM HOSPITAL DEVELOPMENT TOURISM INSURANCE
DISTRICT AUTHORITY AUTHORITY ~ AUTHORITY PLAN TOTAL
OPERATING REVENUES $ 954 $ 260,609 $ 20,167 $ 1587 $ 3,328 $ 286,645
OPERATING EXPENSES:
Depreciation 4,839 17,184 39 1 2 22,065
Other Operating Expenses 118 233,769 18,639 1,517 6,321 260,364
Total Operating Expenses 4,957 250,953 18,678 1,518 6,323 282,429
Operating Income/Excess (L0ss) (4,003) 9,656 1,489 69 (2,995) 4,216
Non-Operating Revenues and
(Expenses)/Transfers:
Taxes 30,041 - - - - 30,041
Other (5,665) 11,829 5,732 - 2,409 14,305
Transfers, net - - 2,701 - - 2,701
Total Non-Operating Revenues
and (Expenses)/Transfers 24,376 11,829 8,433 - 2,409 47,047
Net Income/Change in
Retained Earnings 20,373 21,485 9,922 69 (586) 51,263
Fund Equity/Balance, Beg. of Year 113,855 188,900 130,577 (42 2,097 435,387
Additions (Deductions) to
Contributed Capital - - 18,394 - - 18,394
Fund Equity/Balance, End of Year $ 134,228 $ 210,385 $ 158,893 $ 27 $ 1,511 $ 505044
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P. OTHER DISCLOSURES

Primary Gover nment

The Colorado Medicd Services Foundation, a related
organization, was established to support patient billing and
collections for physician fees for the University of Colorado
Hedlth Sciences Center. During Fiscal Years 1998-99 and
1997-98, the university was reimbursed $72.7 million and
$65.3 million, respectively, from the foundation for sdaries,
fringe benefits, and related costs. In addition, the foundation
reimbursed the university $696,262 for professiond liability
insurance and administrative costs in Fiscal Year 1998-99.
At June 30, 1999, the foundation owed the university
$191,290.

The Universty of Colorado Foundation, Inc., an uncon-
solidated affiliated corporation, was established in 1967 asa
Separate corporation to solicit, collect, and invest donations
for the university. The foundation distributed $38.0 million
and $32.9 million to the university in Fiscal Year 1998-99
and 1997-98, respectively.

The Colorado State University Foundation was established to
receive, manage, and invest philanthropic gifts to Colorado
State Univerdty. During Fiscal Years 1998-99 and 1997-98,
the foundation transferred $16.8 million and $12.0 million,
respectively, to the university.

The Fort Lewis College Foundation was established to assist
in promoting, developing, and enhancing the facilities and
programs of the college. During Fiscal Years 1998-99 and
1997-98, the foundation transferred $878,236 and $479,527,

respectively, to the college.

The Colorado School of Mines Foundation, Inc. was
established in 1928 as a separate corporation for the purpose
of benefiting the School of Mines by sdliciting, collecting,
and investing donations. During Fiscal Years 1998-99 and
1997-98, the school received $6,863,799 and $5,819,892
respectively from the foundation. The foundation owed the
school $132,351 at June 30, 1999.

The Colorado School of Mines Building Corporation was
established in 1976 for the purpose of building a facility to
house the United States Geologica Survey. The Geologica
Survey leases the facility from the corporation. The net
assets of the corporation at June 30, 1999 and June 30, 1998
were $2,961,486 and $4,007,672 respectively.

During Fiscal Years 1998-99 and 1997-98 the Department
of Loca Affairs distributed $1,018,778 and $1,416,184
respectively, to the Colorado Housing and Finance Authority
(CHAFA), a related paty. The Fisca Year 1998-99
digtribution represented 50 percent of the revenues of the
wagte-tire-recycling program. At June 30, 1999, the state
owed CHAFA $13,302.
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The Great Outdoors Colorado Board (GOCO) is a
condgtitutionally created entity whose purpose is to administer
the Great Outdoors Colorado Program and Trust Fund. The
purpose of the program is to invest money it receives from
the Colorado Lottery in the wildlife and outdoor recrestion
resources of the state. During Fiscd Years 1998-99 and
1997-98, the board transferred $10,055,707 and $7,650,967
respectively to the Department of Naturd Resources. At
June 30, 1999, GOCO owed the Department of Natura
Resources $2.8 million.

Component Units

The University of Colorado Hospital Authority received a
net state gppropriation of $7.7 million in both Fiscal
Years 1998-99 and 1997-98 for indigent care. In
addition, the hospital participates in the Colorado
Disproportionate Share Hospital Program. The hospital
received net reimbursements for this program from the
state of $17.7 and $16.2 million for the years ended June
30, 1999 and 1998, respectively. For the same years, the
Hospital received $3.16 million and $4.39 million related
to service provided to medically indigent patientsin prior
years.

The authority and the University of Colorado Health
Sciences Center have developed and received approval
for an Institutional Master Plan to create a new academic
health sciences center over the next 20 to 50 years. The
U.S. Department of Education and the U.S. Army
approved the transfer of 186 acres of land and buildings
at the Fitzsimons Army Medical Center to the University
of Colorado in federal Fiscal Year 2002-03. The Army
has conveyed 88 acres under quit claim deeds in advance
of the official transfer. The Authority entered a 30 year
Ground L ease agreement with the University of Colorado
Regents for 18.4 acres with a one dollar annual fee. The
agreement provides for renewals up to 99 years and with
certain exceptions, the Ground Lease states that the
Authority shall own all buildings or improvements,
which it constructs on the property.

Under the Operating Agreement between the University
of Colorado Regents and the University of Colorado
Hospital Authority dated July 1, 1990, the Regents have
entered into contracts with the hospital for the provision
of services in support of programs and operations of the
University of Colorado Health Sciences Center. Amounts
of approximately $23.9 million and $20.0 million were
paid for these services in Fiscal Y ears 1998-99 and 1997-
98, respectively. Other contracts with the Regents for
storage facilities, student health services, and research
projects resulted in reimbursements of approximately
$4.2 million and $3.8 million in Fiscal Years 1998-99
and 1997-98, respectively.
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The hospital has contracted with University Physicians,
Inc. (UPI), a related party, for the administration of
various hospital programs and for various professiona
laboratory services. The hospital and UPI have also
entered other joint arrangements in furthering the
missions of both organizations. Amounts  of
approximately $19.4 million and $18.2 million were paid
for these programs during Fiscal Years 1998-99 and
1997-98, respectively.

The hospital leases certain employees to the Adult
Clinical Research Center (CRC), a related party, at full
cost and provides overhead and ancillary services for
CRC patients. Charges of approximately $1.2 million
and $1.4 million were billed to CRC for the cost of these
services during Fiscal Years 1998-99 and 1997-98,
respectively.

The hospital also leases certain employees to the
Colorado Psychiatric Hospital (CPH), arelated party, and
provides various clinical and administrative services.
Amounts for these services charged by the hospital were
approximately $7.4 million and $6.8 million during
Fiscal Years 1998-99 and 1997-98, respectively.

Amounts due from the Health Sciences Center, including
CPH and CRC, amounted to $2.5 million and $3.0
million at June 30, 1999 and 1998, respectively.

The hospital entered certain provider and network
management agreements with the Triwest Healthcare
Alliance Corporation. TriWest was formed to deliver
health care services to dligible beneficiaries of the
Civilian Health and Medical Program of the Uniformed
Services (CHAMPUS). On June 27, 1996, the U.S.
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Department of Defense awarded TriWest the CHAMPUS
contract for a five-year period that began April 1997. As
part of the agreements, the hospital purchased a minority
interest in TriWest for approximately $3.3 million. This
was recorded as “Other Assets’ and is accounted for
under the cost method. The hospital agreed to secure a
letter of credit for $4.6 million to cover the hospital’s
share of any potential losses of Triwest. At June 30,
1999, no amounts had been drawn on the letter of credit.

The hospital is negotiating with UPI to assume 30%
participation in the hospital’ s investment in TriWest. As
part of its negotiations, the hospital received a capital
contribution of $993,750 from UPI. Under the current
terms of the draft contract between the hospital and UPI,
UPI will sign a $1,380,000 letter of credit, equa to 30
percent of the hospital’s letter of credit commitment to
Triwest. In a separate agreement, UPI has signed an
agreement with the hospital to assume its network
management obligations related to TriWest.

Chartwell Rocky Mountain Region is a Colorado general
partnership between the hospital and Chartwell Home
Therapies Limited Partnership, a Massachusetts limited
partnership. Chartwell Rocky Mountain Region was
formed to provide home infusion and respiratory services
to alternate site patients. The partnership began in April
1996. The hospital and Chartwell Home Therapies
Limited Partnership each have a 50 percent ownership in
Chartwell Rocky Mountain Region. Separate financial
statements of Chartwell Rocky Mountain Region are
available from Chartwell Home Therapies Limited
Partnership.
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NOTE IV. COMMITMENTSAND CONTINGENCIES

A. CHANGESIN LONG-TERM LIABILITIES

Changes in long-term liahilities are summarized as follows:

Primary Gover nment

(Amounts in Thousands)

Trust & Long-Term College &
Governmental Proprietary Agency Debt University
Fund Types Fund Types Funds Accounts Funds Totals
Beginning Balance, July 1, 1998 $ 4,368 $ 31,387 $ 507,245 $454,783 $590,403 $1,588,186
Obligations Issued or Assumed - 519 - - 52,936 53,455
Obligations Retired or Reclassified - (612) - - (52,411) (53,023)
Increase (Decrease) in Deposits Held 8,394 31 (43) - (588) 7,794
Increase (Decrease) in Capital Leases - 3,272 5 (11,558) 10,061 1,780
Increase (Decrease) in Comp. Absences - 122 (9 1,089 1,462 2,664
Increase (Decrease) in Deferred Comp. - - (288,007) - - (288,007)
Increase (Decrease) in Other Liabilities
Tax Refunds Payable - - (6,307) - - (6,307)
Treasury Escheats - - 356 - - 356
Risk Management Claims - - - 1,317 (4,061) (2,744)
Unpaid Insurance Claims - (199) - (380) - (579)
Expired Warrants Liability - 3 - - - 3
Labor Fund Claims - - - (22,474) - (22,474)
Highway Construction Advances - - - (1,000) - (1,000)
Other 96 - - - 72 168
Ending Balance June 30, 1999 $ 12,858 $ 34523 $ 213240 $421,777 $597,874  $1,280,272
Component Units
(Amountsin Thousands)
Denver Colorado
Metropolitan Water Colorado Colorado
Magjor League University Resources Travel Uninsurable
Baseball  Of Colorado  and Power and Health
Stadium Hospital Development Tourism  Insurance
Digtrict Authority Authority  Authority Plan Totals
Beginning Balance $ 94566  $139,623  $243,629 $ - $ - $ 477818
Obligations Issued - 110,000 105,460 - - 215,460
Obligations Retired or Reclassified (25,761) (4,009) (40,092 - - (69,862)
Increase (Decrease) in Comp. Absences - 399 - - - 399
Increase (Decrease) in Other Liabilities - (2,127) 2,342 - - 215
Ending Balance $ 68,805  $243,886  $311,339 $ - $ - $ 624,030
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B. LEASE COMMITMENTS
Primary Gover nment

The state may enter lease or rental agreements for
buildings or equipment. All leases contain clauses
indicating that continuation of the lease is subject to
funding by the legislature. It is reasonably assured that
most of these leases will be renewed in the normal course
of business. They are therefore treated as noncancelable
for financia reporting purposes.

At June 30, 1999, the state had $2.8 million of land,
$261.6 million of buildings, and $121.4 million of
equipment under capital leases. The state projects
receiving $4.2 million of minimum sublease rentals and
had paid $23,709 of contingent rentals.

Colorado State University Research Foundation, arelated
party, is a not-for-profit Colorado corporation,
established to aid and assist the three universities
governed by the State Board of Agriculture in their
research and educational efforts. The support provided
by the foundation to the universities includes patent and
licensing management, equipment leasing, municipal
lease administration, debt financing, and land
acquisition, development and management. Colorado
State University System is sub-leasing space from the
foundation. The total obligation is $1,549,000 with
average annua lease payments of $386,000. Colorado
State University is aso sub-leasing space from the
foundation. The total obligation is $3,576,000, with
average annual lease payments of $948,000.

The university is dso leasing equipment from the foundation
and has a total lease obligation of $1,663,000 with terms
ranging from oneto Six years.

Fort Lewis College is leasing assets from the Fort Lewis
College Foundation and had a lease payable of $419,637
at June 30, 1999.

The state is obligated under certain leases that are
accounted for as operating leases. Operating leases do
not give rise to property rights or lease obligations.
Therefore, the results of the lease agreements are not
reflected in the balance sheets of the funds or account
groups.

For Fiscal Year 1998-99, the state had building and land
rental expenditures of $27.2 million and equipment and
vehicle rental expenditures of $40.7 million paid to non-
state agencies.

The state recorded $4.7 million of lease interest costs of
which approximately $2.8 million was for certificates of
participation for capital financing, $1.7 million was for
state motor fleet vehicle leasing, and $.2 million was for
other capital leases.

The $2.67 million of capital lease proceeds shown in the
General Fund on the Combined Statement of Revenues,
Expenditures, and Changes in Fund Balance represents
lease financing of computers by the Department of
Human Services.

Future minimum payments at June 30, 1999, for existing
leases were as follows:

(Amounts in Thousands)

Capital Leases
Interna Trust&  Genera College &
Fiscal Operating Enterprise  Service Agency Long-Term  University
Y ear Leases Funds Funds Funds Debt Funds

2000 $ 32,192 $ 709 $12615 $ 41 $ 6,939 $ 18,701

2001 25,322 582 10,593 28 6,703 19,540

2002 22,105 200 8,063 15 6,125 14,106

2003 18,537 200 5,282 10 5,581 12,496

2004 16,732 188 3,581 5 4,565 11,553

Thereafter 46,846 129 1,172 - 9,003 115,744

Total Minimum Lease Payments $161,734 2,008 41,306 99 38,916 192,140
Less: Imputed Interest (271) (4,073) (10) (6,161) (68,495)
Present Vaue of Minimum L ease Payments 1,737 37,233 89 32,755 123,645
Less: Current Portion (522)  (10,922) - - (2,371)
Total Capital Lease Obligations $1,215 $26,311 $ 89 $ 32,755 $ 121,274
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Component Units

The University of Colorado Hospital Authority leases
certain equipment under non-cancelable operating leases.
Rental expense for operating leases approximated $5.7
million and $5.6 million for Fiscal Years 1998-99 and
1997-98, respectively. Future minimum lease payments
for these |leases at June 30, 1999 are;

Amounts
Fiscal in
Y ear Thousands
2000 $ 4,789
2001 996
2002 457
2003 385
2004 385
Thereafter 689

Total Minimum Obligations $ 7,701

The Colorado Water Resources and Power Development
Authority leases office facilities under an operating lease
which expires December 31, 2000. Total rental expense
for the year ended December 31, was $87,132 in 1998
and $73,312in 1997. The future minimum annual rental
commitments under this lease are $85,729 for 1999 and
2000.

C. NOTESAND BONDS PAYABLE
Primary Gover nment

Many ingtitutions of higher education and the state
nursing homes have issued bonds and notes for the
purchase of equipment and construction of facilities.
Specific user revenues are pledged for the payments of
interest and future retirement of the obligations. During
Fisca Year 1998-99, the state had $121.5 million of
available net revenue after operating expenses to meet the
$34.6 million of debt service requirement related to these
bonds. The state is not aware of any violations of any
note or bond covenants by itself or any of its institutions
at June 30, 1999, or after that date.

The state recorded $32.6 million of interest costs of
which approximately $5.9 million was for short-term
borrowings by the treasurer, $8.6 million was for the
Guaranteed Student Loan Program, $14.2 million was for
debt issued by various institutions of higher education,
and $3.9 million of operating interest.

Annual maturities of notes and bonds payable, including
$4.5 million classified as other current liabilities and
$2.6 million of unamortized bond discounts and
premiums, are as follows:

(Amounts in Thousands)

Fiscal Revenue  Anticipation Mortgages  Installment

Y ear Bonds Warrants Payable Notes Total
2000 $ 35,950 $ 126 $ 50 $ 404 $ 36,530
2001 34,043 128 50 206 34,427
2002 33,421 130 50 193 33,794
2003 33,321 - 50 185 33,556
2004 32,598 - 50 29 32,677
2005-2009 155,646 - 250 - 155,896
2010-2014 121,581 - - - 121,581
2015-2019 67,329 - - - 67,329
2020-2024 28,229 - - - 28,229
2025-2029 9,892 - - - 9,892
Tota Future Payments 552,010 384 500 1,017 553,911
Less: Imputed Interest (202,607) (54 (114) (1) (202,786)
Total Principal Payments $ 349,403 $ 330 $ 386 $ 1,006 $ 351,125
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Component Units

The debt service requirements to maturity for the Denver
Metropolitan Maor League Baseball Stadium District
and the Water Resources and Power Development
Authority at December 31, 1998 are:

The Denver Metropolitan Major League Basebal
Stadium District's bonds are secured by pledged revenues
consisting principally of the net proceeds derived by the
district from the levy of a one-tenth of one percent sales
tax upon all taxable retail sales within the six county area
comprising the jurisdiction of the district.

The outstanding bond principal and interest payments are
also unconditionally and irrevocably guaranteed under a
noncancelable insurance policy issued by Financid
Guaranty Insurance Company. The company has a lien
on the district's assets, subordinate to that granted to the
bondholders, to secure repayment of amounts paid and
expenses incurred by it, if any, under the policy.

The Denver Metropolitan Magjor League Basebal
Stadium District's 1994 refunding resulted in an
economic gain of $2.4 million and a book loss of $13.5
million. The District amortized $1.8 million and $1.5 of
the book loss respectively for fiscal years 1998 and 1997
respectively.

All of the Water Resources and Power Development
Authority's Small Water Resources Program bonds and
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the Series 1989A and Series 1990A Clean Water
Revenue Bonds and Series 1989A and Series 1990A
State Match Revenue Bonds are insured as to payment of
principal and interest by Financial Guaranty Insurance
Company. The Clean Water Revenue Bonds, Series
1992A are insured as to payment of principal and interest
by Financial Security Assurance, Inc. The Wastewater
Revolving Fund Refunding Revenue Bonds, Series
1996A are insured as to payment of principal and interest
by AMBAC Indemnity Corporation. Tota interest paid
during 1998 amounted to $15,201,276.

During Fiscal Years 1998-99 and 1997-98, the
University of Colorado Hospital Authority met all the
financial ratio requirements of its bond indenture. Cash
paid for interest by the hospital in Fiscal Years 1998-99
and 1997-98 approximated $7.0 million and $7.8
million, respectively. Total interest cost capitalized in
Fiscal Year 1998-99 amounted to $1.3 million, which is
net of $1.6 million in investment income from the
unexpended bond funds.

The aggregate maturities of long-term debt for University
of Colorado Hospital Authority at June 30, 1999 are:

(Amountsin Thousands)

Year
2000 $ 3190
2001 3,310
2002 3430
2003 4,170
2004 4,350
Theregfter 235,670
Totd Long-Term Debt Payments 254,120
Unamortized Discount (3577)
Deferred Amount on Refunding
from Series 1997A Bonds (9,029)

Totd Carrying Amount of LongTeem Debt  $ 241,514

In April 1999, the University of Colorado Hospita
Authority issued Series 1999A revenue bonds in the
amount of $110.0 million. Proceeds from the sale of the
bonds will fund a portion of the cost of the construction
and equipping of certain facilities on a new health care
campus to be located at the former Fitzsimons Army
Medical Center.
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D. OTHER LONG-TERM LIABILITIES

The following obligations, listed by fund type, represent
amounts owed by the state at June 30, 1999, which are

classified as other long-term liabilities on the balance
shest:

(Amounts in Thousands)

Trus& LongTerm  College&
Generd  Proprietary  Agency Deht University
Fund Funds Funds Accounts Funds Totds

Tax Refunds Payable $ - % - $2583 % - $ - $ 2583
Treasury Eschegts - - 1,463 - - 1,463
Risk Management Clams - - - 99,388 29,518 128,906
Unpaid Insurance Claims - 44 - 1,189 - 1,233
Expired Warrant Ligbility - 110 - - - 110
Labor Fund Claims - - - 181,636 - 181,636
Highway Condruction Advances - - - 2,000 - 2,000
Other 392 - - - 4,941 5333
Totds $32 % 154  $4046 $284213 $ 34459  $323264

Tax Refunds Payable in the trust and agency funds are
bonds posted by taxpayers concerning the collections of
gross-ton-mile and fuel tax, and the deferment of
delinquent severance taxes estimated to be collected after
more than one year.

Treasury Escheats in the trust and agency funds reflect
liabilities recorded related to perpetual property rights of
individuals. The property rights are from assets that
financial institutions and insurance companies have
transferred to the state treasurer under state law. The
amount recorded is an estimate based on historical claims
of the fund.

The Risk Management Claims in the Long-Term Debt
Account Group are the actuarially determined amountsin
excess of the current liability in the General Fund related
to self-insurance of general liability. It aso represents
expected claims under the prior Paid Loss/Retro Plan and
the state's current self-insurance plan for workers
compensation. The Risk Management Claims in the
College and University Funds are for the University of
Colorado’s self-insurance program for general liability,
property, workers compensation, medical benefits, and
medical malpractice.

The Unpaid Insurance Claims in the Long-Term Debt
Account Group are for the Department of Human
Services workers compensation self-insurance. A third
party claims administrator currently manages the plan.
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Expired Warrants Liability is for warrants issued by the
Lottery Fund that have expired but for which the Lottery
would beliable if the payee submitted a claim for reissue.

Long-term liabilities of the Labor Fund are recorded in
the General Long-Term Debt Account Group. Estimated
future payments are actuarially determined. Benefits are
expected to be funded through future revenues from a
special tax on workers compensation premiums, court
awards, and interest income.

Highway Construction Advances in the Long-Term Debt
Account Group are related to funds that loca
governments provided to the Depatment of
Transportation. The Department uses these funds to
accelerate highway construction projects of interest to the
local government. The funds will be repaid to the local
government at the time when the project was scheduled
to be completed.

E. DEFEASED DEBT
Primary Gover nment

Debt is defeased by depositing in escrow accounts an
amount sufficient, together with known minimum
investment yields, to pay principal, interest, and any
redemption premium on the debt to be defeased. During
Fiscal Year 1998-99, debt was defeased in the College
and University Plant Funds.
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The balances placed in escrow type accounts with paying
agents for the college and university funds are as follows:

(Amounts in Thousands)

University of Colorado $49,985
Auraria Higher Education Center 34,155
University of Northern Colorado 18,570
Colorado State University 15,733
Western State College 11,830
School of Mines 11,765
Fort Lewis College 8,904
Pueblo Community College 3,200
Red Rocks Community College 2,880
Adams State College 1,000
Arapahoe Community College 255
University of Southern Colorado 110
Tota

$158,387

During Fiscal Year 1998-99, Fort Lewis College defeased
$4,570,000 of its Auxiliary Facilities Refunding and
Improvement Revenue Bonds, Series 1992, by issuing
$5,117,338 of Auxiliary Facilities Enterprise Refunding
Revenue Bonds, Series 1998A. The old debt had an
interest rate of 6.5% and a term of 14 years. The new
debt carries interest rates ranging from 3.85% to 4.70%
and a term of 14 years. Fort Lewis College reduced its
debt service cash flows by $755,549 and reported an
economic gain of $366,322. The transaction resulted in
an accounting loss of $334,515 that the College recorded
in the plant funds.

During Fiscal Year 1998-99, Red Rocks Community
College defeased $2,880,000 of bonds issued in 1995 for
construction of its student center by issuing $3,260,000
of new bonds. The old debt had interest rates ranging
from 5.2% to 6.0% and aterm of 25 years. The new debt
carries interest rates ranging from 3.2% to 4.5% and a
term of 21 years. Red Rocks Community College reduced
its debt service cash flows by $108,982 and reported an
economic gain of $87,650. The transaction resulted in
an accounting loss of $227,712 that the College recorded
in the plant funds.

During Fiscal Year 1998-99, Pueblo Community College
defeased $3,200,000 of bonds issued in 1992 for
construction of its student center by issuing $3,490,000
of new bonds. The old debt had interest rates ranging
from 4.7% to 5.85% and a term of 25 years. The new
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debt carries interest rates ranging from 3.2% to 4.5% and
a term of 19 years. Pueblo Community College reduced
its debt service cash flows by $166,926 and reported an
economic gain of $129,302. The transaction resulted in
an accounting loss of $159,847 that the College recorded
in the plant funds.

Component Units

The Denver Metropolitan Major League Baseball
Stadium District in-substance defeased $14.6 million and
$2.5 million of its 1994 revenue bonds in Fisca Years
1998 and 1997 respectively. It had total debt service,
including principal and interest, remaining for its in-
substance defeased debt of $20.2 million at December 31,
1998.

The Colorado Water Resources and Power Development
Authority had $66,715,000 of bonds previously issued
but defeased at December 31, 1998. On January 7, 1998,
the authority issued $12,500,000 of 1997 Series B Small
Water Resources Revenue Bonds with an average interest
rate of 4.73% to advance refund $11,170,000 of similarly
named bonds in the 1991 Series A and 1992 Series A.
This transaction reduced total debt service payments by
amost $940,000 and resulted in an economic gain of
approximately $656,000. On October 7, 1998, the
authority issued $13,850,000 of 1998 Series B Small
Water Resources Revenue Bonds with an average interest
rate of 4.48% to advance refund $12,730,000 of similarly
named bonds in the 1992 Series B and 1994 Series B.
This transaction reduced total debt service payments by
amost $932,000 and resulted in an economic gain of
approximately $674,000. In these transactions, the
authority incurred $2,450,000 of refunding costs that
have been deferred and will be amortized over the life of
the new debt.

On November 1, 1997, the University of Colorado
Hospital Authority issued $123,900,000 in Hospital
Refunding Revenue Bonds to advance refund Series
1992A bonds. At June 30, 1999, $111.2 million of bonds
outstanding are considered defeased. The refunding
resulted in a deferred loss, which the hospital is charging
to operations through Fiscal Year 2022-23. At June 30,
1999, the unamortized deferred loss on refunding is $9.0
million. The Hospital completed the advance refunding
to reduce its total debt service payments over the next 25
years by $6.5 million and to obtain an economic gain of
$3.7 million.
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F. RISK MANAGEMENT
Primary Gover nment

The date currently self-insures its agencies, officias, and
employees for the risks of losses to which they are exposed.
This includes generd liability, motor vehicle liability,
worker's compensation, and medical clams. The Risk
Management Fund is a restricted Genera Fund used for
clams adjustment, investigation, defense, and authorization
for the settlement and payment of claims or judgments
againg the state except for employee medical clams. The
State Employees and Officials Insurance Fund is an Interna
Service Fund established for the purpose of risk financing
employee and gate-officia medica clams. Property claims
are not slf-insured; rather the state has purchased insurance.

All funds and agencies of the state, with the exception of the
public authorities and the University of Colorado, participate
in the Risk Management Fund. Agency premiums are based
on an assessment of risk exposure and historical experience.
Liahilities are reported when it is probable that a loss has
occurred and the amount of that loss can be reasonably
estimated. Liabilitiesinclude an amount for claims that have
been incurred but not reported. Because actua clams
lighilities depend on such complex factors as inflation,
changes in lega doctrines, and damage awards, the process
used in computing claims liability does not necessarily result
in an exact amount. Claims liabilities are re-evaluated
periodicaly to take into consderation recently settled claims,
the frequency of claims, and other economic and socia
factors. A contractor completed an actuarial study during
Fiscal Y ear 1998-99.

Colorado employers are liable for occupationa injuries and
diseases of their employees. Benefits are prescribed by the
Worker's Compensation Act of Colorado for medica
expenses and loss of wages reaulting from job-related
dissbilities. The state uses the services of the Colorado
Compensation Insurance Authority, a related party, to
adminigter its plan. The state reimburses the Authority for
the current cogt of clams paid and related administrative
expenses.

During Fiscal Years 1998-99, 1997-98, and 1996-97
medical claims against the State Employees and Officials
Insurance Fund (SEOGI) exceeded the premiums
collected. This resulted in decreases in the medical
reserve fund equity of approximately $4.7 million, $3.8
million, and $6.5 million respectively. The fund includes
several medical plan options ranging from provider of
choice to managed care. Beginning in year 2000, SEOGI
will make changes to benefit levels and will purchase
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insurance to address the continuing decrease in the
medical reserve fund equity.

Before January 1, 1999, the State Employees and
Officias Insurance Fund also provided an employer paid
short-term disability plan for all employees. On January
1, 1999, the Public Employees Retirement Association
(PERA) began covering short-term disability claims for
state employees eligible under its retirement plan (See
Note V-A). SEOGI continues to provide short-term
disability coverage for employees not yet qualified for the
retirement plan and limited benefits for employees also
covered under the PERA short-term disability plan. The
SEOGI program provides an employee with 60 percent of
their pay beginning after 30 days of disability or the
exhaustion of the employee’s sick leave balance, which-
ever is later. This benefit expires six months after the
beginning of the disability.

Before October 1, 1996, the Regents of the University of
Colorado participated in the Universty of Colorado
Insurance Pool — a public-entity sdf-insurance pool. After
that date, the university became sdf-insured for worker’'s
compensation, auto, general and property liability, and
employee and university-official medical clams. A third
party handles the university’'s medica claims through a
contractual agreement. The university has aso purchased
stop-loss insurance for individua medical claims more than
$500,000.

The Univerdty of Colorado Hedth Sciences Center's
Housestaff Hedth Benefits Plan is a comprehensive sdf-
insurance health benefits program for physicians in training
a the Hedth Sciences Center. The Universty manages
excess risk exposure for staff medical claims by purchasing
stop-lossinsurance. Collections from the stop-loss insurance
totaled $82,127 over the three previous years. The Center
adso sf-insures its faculty, staff and students for medical
malpractice through the Universty of Colorado Sdf-
Insurance Risk Management Trust. The discounted ligbility
for malpractice is determined annually by an actuarial study.

The Department of Human Services uses a third party
adminigtrator to manage clams related to the Human
Services Workers Compensation Plan.  However, new
claims are administered by Risk Management and paid from
the Risk Management Workers Compensation Plan.

There were no significant reductions or changes in
insurance coverage from the prior year in any of the
above mentioned risk management arrangements.
Settlements did not exceed insurance coverage in any of
the past three fiscal years.
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Changesin the balances of claimsliabilities were asfollows:

Amountsin Thousands

Current Year
Clamsand
Fisca Ligbilityat  Changesin Clam Ligbility at
Year Jduly 1 Edimates Payments June 30
Risk Management:
Liability Fund
1998-99 $23,095 $1,976 $ 2,060 $23011
1997-98 21,124 7,936 5,965 23,095
1996-97 20,676 3,858 3410 21,124
Workers Compensation
1998-99 938,328 24,429 20171 102,586
1997-98 95,749 28470 25,801 938,328
1996-97 83,202 37,980 25433 95,749
Employee's and Officids Insurance Fund:
1998-99 10,733 66,369 63,522 13,580
1997-98 10,285 60,571 60,123 10,733
1996-97 9,200 63,701 62,616 10,285
Universty of Colorado:
Generd Liahility, Property,
and Workers Compensation
1998-99 16,918 3,270 4,883 15,305
1997-98 19,329 3,666 6,077 16,918
1996-97 18,366 7441 6,478 19,329
Medicd Benefits Plan
1998-99 7,902 27,934 30,016 5,820
1997-98 5,761 30,957 28,816 7,902
1996-97 13,492 26,447 34,178 5,761
Univ. of Colorado Hedlth Sciences Center:
Medicd Mapractice
1998-99 8,167 515 843 7,839
1997-98 7,089 1,902 824 8,167
1996-97 7427 878 1,216 7,089
Housestaff Hedlth Benefits
1998-99 592 2436 2475 553
1997-98 526 2,500 2434 592
1996-97 473 2544 2491 526
Department of Human Services:
Workers Compensation
1998-99 1570 - 331 1,189
1997-98 1,951 - 331 1570
1996-97 2,375 - 424 1,951
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Component Units

As of October 1, 1989, the University of Colorado
Hospital  Authority began  sdlf-insuring  against
malpractice claims in excess of coverage provided by the
University of Colorado Self Insurance Risk Management
Trust in which the hospital participates. The trust had a
fund balance in excess of reserves for losses and loss
adjustment expense and the hospital received a refund of
$421,000 in Fiscal Year 1998-99. The hospital had
established an additional self-insurance trust fund for
uninsured losses, funding of which was determined by an
independent actuarial computation. However, according
to the June 30, 1999 actuarial report, the hospital no
longer has any exposure related to the period when it
may not have been a governmental entity. Consequently,
the excess salf-insurance fund is no longer necessary.

The hospital purchased insurance coverage from the
University of Colorado Insurance Pool (UCIP) for
workers compensation, property, crime, auto and
general liability until September 30, 1996. Beginning
October 1, 1996 the hospital began using commercial
insurance carriers instead of UCIP. The hospital believes
that it has adequately provided for the liability, if any,
that may develop while it was covered by UCIP. The
hospital purchases insurance coverage for employee
health, dental and accident claims through the University
of Colorado and other commercial insurance companies.

The Denver Metropolitan Major League Baseball
Stadium District purchases commercial insurance to
mitigate most of its risk of loss. It requires its lessee and
contractors to cover certain other risks. Claims have not
exceeded insurance coverage in the past three years
except for $58,000 the District paid in settlement of a
construction claim liability.

The Colorado Water Resources and Power Development
Authority maintains commercial insurance for most al
risks of loss. Settled claims have not exceeded this
commercial coverage in any of the past three fiscal years.

The Colorado Travel and Tourism Authority maintains
commercial insurance for most al risks of loss. Settled
claims have not exceeded this commercial coverage in
either of the past two years.

G. CONTINGENCIES

Primary Gover nment

Most claims against the state are limited by the Colorado
Governmental Immunity Act that sets upper limits of

state liability at $150,000 per person and $400,000 per
occurrence. Judgments awarded against the state for
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which there is no insurance coverage or which are not
payable from the Risk Management Fund ordinarily
require a legidative appropriation before they may be
paid.

Numerous court cases are pending in which the plaintiffs
allege that the state has deprived persons of their civil
rights or inadequately compensated them for their
property. In the aggregate, the monetary damages
(actual, punitive, and attorney's fees) claimed in the civil
rights cases would exceed the insurance coverage
available by a material amount. The state believes it is
highly unlikely that there will be actual awards of
judgments in material amounts.

The state is a defendant in numerous lawsuits involving
claims of inadequate, negligent, or unconstitutional treat-
ment of prisoners and mental patients. In some of these
suits, plaintiffs are seeking or have obtained certification
as aclassfor aclass action suit. Most of these cases seek
actual damages that are not material but include request
for punitive damages that may be material. Thereisalso
the potential that the courts may rule that the current
conditions of confinement are unconstitutional.

The state is defendant in lawsuits by employees accusing
the state of various infractions of law or contract. These
include claims related to age and sex discrimination,
wrongful termination, contractual agreements for paying
of salaries based on parity and equity, and overtime
compensation under the Federal Fair Labor Standards
Act. The state does not believe that any of these cases
are material toitsfinancial operations.

Many state agencies have grant and contract agreements
with the federal government and other parties. These
agreements generally provide for audits of the
transactions pertaining to the agreements, with the state
being liable to those parties for any disallowed
expenditure. The state is contesting the disallowance
related to such audits, and the outcome is uncertain at
thistime.

The Colorado Student Loan Program, in the event of
adverse loss experience, could be liable for approximately
25 percent ($381.0 million) of the outstanding balance of
loans in repayment status. However, the probability of a
material loss is remote.

The Colorado Association of Public Employees has sued
the state seeking to void certain mental-health-services
contracts in a challenge of the state's privatization
statutes.  The contracts represent annual value of $120
million, however, the likelihood of a resulting liability
and the related amount cannot be estimated.

Rocky Mountain HMO has sued the state aleging that
the state’'s managed care rates are incorrect. The
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complaint seeks $13.5 million in damages and attorney
fees.

The U.S. Environmental Protection Agency has, in
several instances, either sued the state or given notice of
the state’s potential responsibility under CERCLA. This
includes the School of Mines as well as other non-state
parties. Issues have arisen because of costs associated
with the cleanup of hazardous substances at several sites
owned by the state. The governor, the Department of
Public Health and Environment, the School of Mines,
and the Office of Attorney General have entered an
agreement to manage the problem on a statewide level.
The Genera Assembly has appropriated funds for
remediation.

The United States and the State of Colorado have sued
and been counter-sued by an individual regarding the
environmental clean up of the Summitville Superfund
Site in southern Colorado. The counter-suit does not
specify  damages. However, the Environmenta
Protection Agency and the State of Colorado have
expended approximately $94 million in the clean up.

At June 30, 1999, the Lottery Division of the Department
of Revenue had outstanding annuity contracts of
approximately $708.9 million in the name of lottery or
lotto prize winners. The probability is remote that any of
the sellers of these contracts will default, and thus,
reguire the state to pay the annuity.

Various notes and bonds have been issued by state school
districts that may impact the state. Colorado statutes
provide that if a district indicates that it will not make
the payment to bondholders by the date on which it is
due, the state treasurer shall forward the amount
necessary to make the payment to the paying agent. The
state shall then withhold state equalization payments to
the defaulting school district for a period up to 12 months
to cover the state’ sloss. Currently, notes or bonds valued
at over $4.01 hillion are outstanding. Of this amount,
$2.75 hillion is covered by private insurance.

The Colorado Department of Transportation is in the
process of remediating its underground fuel storage
tanks. The department has estimated that its future costs
will be approximately $20 million, and the process will
not be completed until the year 2010.
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The State of Kansas has sued the state in the U.S.
Supreme Court for alleged violations of the Arkansas
River Compact. The case was bifurcated into a liability
and a remedy phase. The Supreme Court ruled in favor
of Kansas in one of its three claims. The case is now
before a special master to decide the appropriate remedy.
Kansas is claming damages of $78 million plus costs
and attorney fees, however, it is anticipated that the
damage award will be substantially less than the Kansas
claim.

A class action suit has been brought against the state
seeking damages of $703 million — equal to the sales tax
refund for Fiscal Years 1996-97 and 1997-98. The suit
alleges that the refund program violates interstate
commerce, equal protection and privileges, and immunity
clauses of the U.S. Constitution. It also alleges that the
TABOR amendment, under which the refund was made,
violates the equal protection and due process clauses of
the Colorado Constitution.

The state has been sued in connection with a land
transfer from the Department of Natural Resources to the
Department of Corrections for expansion of the Rifle
Correctional Center. The plaintiffs claim that federal
land and water conservation funds were illegally diverted
to state prison purposes. The state is awaiting a decision
from the court.

A class action suit has been brought on behalf of minor
children who attend public schools within the state. The
complaint alleges that the statutory method of funding
capital expenditures for public schools denies the student
class consgtitutional rights guaranteed by the equal protec-
tion, due process, and educational clauses of the State
Congtitution. Should the court find that the present
school capital finance system does not meet the adequacy
requirements of Article IX, Section 2 (Education Clause)
of the State Constitution, the state could incur substantial
future costs to overhaul the school finance system.

The state believes it has a good chance of prevailing in
these cases, but the ultimate outcome cannot presently be
determined. No provision for any liability that may
result has been made in the financial statements.
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NOTE V. PENSION SYSTEM AND OBLIGATIONS

A. PLAN DESCRIPTION

Virtually all State of Colorado employees participate in a
defined benefit pension plan. The plan's purpose is to
provide income to members and their families at
retirement or in case of death or disability.

Administration of the Plan

The plan, a cost-sharing multiple-employer plan, is
administered by the Public Employees Retirement
Association (PERA). PERA was established by state
statute in 1931, and it includes the State and School
Division Trust Fund, the Municipal Division Trust Fund,
and the Judicial Division Trust Fund. The authority to
establish or amend plan benefits is retained by the
General Assembly in accordance with Title 24, Article 51
of the Colorado Revised Statutes (CRS).

The state plan, as well as the other divisions' plans, are
included in PERA’s financial statements which may be
obtained by writing PERA at 1300 Logan Street, Denver,
Colorado, 80203.

Service Requirement and Termination

Employees who terminate before meeting the required
years of service are refunded their contributions made to
the plan plus interest. Employees terminating after
meeting the service requirements may, if they desire,
remain in the plan until eligible for retirement. Those
withdrawing from the plan receive their contributions,
interest on their contributions, plus an additional 25
percent of their contribution and interest.  This
terminates their individual accounts. The interest rate
paid is set at 80 percent of the PERA actuarial
investment rate.

Defined Retirement Benefits

Plan members are eligible for retirement benefits at age
50 with 30 years of service, age 60 with 20 years of
service, or a age 65 with 5 years of service. State
troopers and Colorado Bureau of Investigation (CBI)
officers are eligible for retirement benefits a the
following age and years of service; any age — 30, 50 — 25,
55— 20, and 65 —5.

Monthly benefits are calculated as a percentage of
highest average salary (HAS). HAS is one-twelfth of the
average of the highest salaries on which contributions
were paid, associated with three periods of 12
consecutive months of service credit. Service retirement
benefits are calculated at 2.5 percent of HAS for each
year of service up to a maximum of 40 years.
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Reduced service retirement benefits are available at the
following age and years of service; 50 — 25, 55 — 20, and
60 — 5. The benefit is calculated similarly to a service
retirement benefit; however, it is reduced by percentages
that vary from 0.25 to 0.5, depending on age and years
of service, for each month before the eligible date for the
full service retirement.

Money Purchase Retirement Benefit

A retiring member may elect to withdraw their PERA
account and receive an additional matching amount
equal to 50 percent of their contribution plus interest, or
receive a lifetime benefit based on the amount the
member could withdraw. The withdrawal or the lifetime
benefit isin lieu of the defined benefit.

Disability and Survivor Benefits

Beginning January 1, 1999, PERA adopted two types of
disability programs. Disabled members who have five or
more years of service credit, six months of which has
been earned since the most recent period of membership,
may apply for disability benefits. If the member is not
totally and permanently disabled, they are provided
reasonable income replacement through a third party
insurance carrier and rehabilitation or retraining
services. If the member is totally and permanently
disabled they receive disability retirement benefits
projected to age 65 but generally limited to 50 percent of
HAS.

If amember dies before retirement, their eligible children
under the age of 18 (23 if a full-time student) are entitled
to a single payment or monthly benefit payments. If
there are no eligible children, the member’'s spouse is
paid the monthly benefit, and absent an eligible spouse or
children over the age of 23, the financialy dependent
parents receive a survivor benefit. The named
beneficiary and the member’s estate are next in line to
receive the survivor benefit.

B. FUNDING POLICY

Members and employers are required to contribute to
PERA a a rate set by statute.  The contribution
requirements of plan members and affiliated employers
are established under Title 24, Article 51, Part 4 of the
Colorado Revised Statutes as amended. Members are
required to contribute 8 percent of their gross salary,
except for state troopers and CBI officers, who contribute
11.5 percent. Annual gross covered wages subject to
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PERA are gross earnings less any reduction in pay to
offset employer contributions to the state sponsored IRC
125 plan established under Section 125 of the Internal
Revenue Code.

The state contribution rate from July 1, 1998 to June 30,
1999 was 11.4 percent (13.1 percent for state troopers
and CBI officers) of the employee's gross covered wages
with 10.6 percent allocated to the employees retirement
account and the remaining .8 percent allocated to the
Health Care Fund (See Note V-E). The state made
retirement contributions of $184.9 million, $175.5
million, and $169.4 million, in Fiscal Years 1998-99,
1997-98, and 1996-97, respectively. The amounts do not
include the Health Care Fund contribution and for each
year were equal to the required contribution.

C. OTHER RETIREMENT PLANS
Primary Gover nment

Some employees of various ingtitutions of higher
education may be covered under other retirement plans.
Presidents, deans, professors, and instructors in state
educational institutions are enrolled in defined benefit
plans such as the Teachers Insurance and Annuity
Association, the Variable Annuity  Insurance
Corporation, or other similar plans.

Faculty members at the University of Colorado are also
under Social Security. Faculty members at Colorado
State University were covered exclusively by PERA until
May 1993. Faculty members hired after that time are
covered by one of severa defined contribution plans.
Faculty previously covered by PERA had the choice of
converting entirely to the defined contribution plan or
remaining in PERA for their service until May 1993,
with service after that time credited to the defined
contribution plan.

The state made contributions to other pension plans of
$27.9 million and $26.2 million during Fiscal Years
1998-99, and 1997-98, respectively. In addition, the
state paid $37.1 million and $34.4 million in FICA or
Medicare taxes on employee wages during Fiscal Years
1998-99, and 1997-98, respectively.

PERA offers a voluntary 401(k) plan entirely separate
from the defined benefit plan. PERA members may
make contributions of up to 23 percent of their annual
gross salary, to a maximum of $10,000. Contributions
and earnings are tax deferred. On December 31, 1998,
the plan had net assets of $362.9 million and 20,112
accounts.
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The Fire and Police Pension Association, arelated party, was
edablished to insure the financid viability of loca
government pension plans for police and firefighters. In
Fiscal Years 1998-99 and 1997-98, the dtate treasurer
transferred $28.5 million and $28.4 million to the
association to enhance its actuarial soundness. Thisincluded
the da€'s cost for the accidental death and disability
insurance policy the associaion provides to volunteer
firefighters.

Defined Contribution Plan

On July 1, 1998, the state began providing a defined
contribution plan for certain employees identified in
statute. The plan is authorized in Title 24 Article 54.7 of
the Colorado Revised Statutes, and it is established and
administered by the five-member Defined Contribution
Retirement Committee. Changes to the plan must be
consistent with the authorizing legislation. The state is
the sole contributing employer of the plan.

The following classes of state employees are covered;
legidlators, elected state officials and their deputies,
department executive directors appointed by the
governor, members of the Public Utilities Commission,
employees of the governor's office not covered by the
state personnel sytsem, and employees of the Senate or
House of Representatives. Participation in the plan by
eligible employees is voluntary; however, a participant
cannot also be an active member in the Public Employees
Retirement Association (PERA). At June 30, 1999, 117
state employees were participating in the defined
contribution retirement plan.

The plan provides benefits to participants through
purchased annuity contracts or certificates; both of which
are required to be fully portable.

Contributions to the plan are set in statute as a percent of
salary, and they are required to be the same as the
contributions to the defined benefit plan administered by
the PERA. During Fisca Year 1998-99, the state
contribution rate was 11.4 percent and the employee was
required to contribute 8 percent of gross covered wages.

The financial statements of the Defined Contribution
Plan are prepared on the accrua basis in accordance with
NCGA Statement 1 and Governmental Accounting
Standards Board Statement 25. The Plan recognizes
member and employer contributions as revenues in the
period in which the employee is compensated.
Investments are reported at fair value.
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The Plan had the following concentrations of investments
greater than five percent:

Component Units

Employees of the Colorado Uninsurable Health Insurance
Plan, and the Colorado Water Resources and Power
Development Authority are covered under the State and
School Division of PERA. (See Note V-A)

The University of Colorado Hospital Authority participates
in two retirement plans, which cover subgtantialy al of its
employees. The hospital maintained a noncontributory
defined benefit penson plan for its employees through
March 1995. Under this plan, contributions credited to each
covered employee's account were based on a percentage of
compensation earned by the employee. Vesting under this
plan is based on length of service. Benefits are payable asa
lump sum upon retirement or separation or under severa
annuity options upon retirement.

As of March 31, 1995, a fina contribution was credited to
the accounts of al covered employees of record on that date,
and this plan was frozen. Employee accounts continue to
accrue interest based on the Thirty-Year Treasury Constant
Maturities rate, and covered employees not fully vested in
this plan will continue to earn credit toward vesting under a
new plan. Asthe hospita actsin afiduciary capacity for this
plan and has the ability to amend the plan at its discretion,
the plan’s assets and related reserves are included in the
financial statements asa pension trust fund.

Asof April 1, 1995, the hospital amended its retirement plan
based on its ahility to withdraw from the Old Age, Survivors,
and Disahility Insurance (OASDI) component of the Federal
Insurance Contributions Act (FICA) by virtue of its
operation under legidatively granted state authority. The
hospital and its employees till contribute to and participate
in the Medicare component of FICA. The hospitd’s
amended plan is composed of three distinct components. a
Basic Penson Plan, an Investment Account, and a Matching
Account.
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The Basic Penson Plan is a defined benefit plan with
benefits payable based on length of service and average
compensation earned by the employee during the five most
highly compensated caendar years of service after 1994.
Vesting under this component is based on length of service.
The hospital’s funding policy is to contribute amounts at
leest equa to the minimum funding requirements of
ERISA.

The hospital made contributions of $4.80 million and $6.30
million to its defined benefit plans in Fisca Years 1998-99
and 1997-98, respectively. The actuarialy computed net
periodic pension cogt for this plan was $4.86 million and
$5.32 million for those years. According to the unaudited
actuaria report, the hospital met the annual required
contribution in each of the past four fisca years. Actuarial
vaue of the plan assets was $54.5 million and $45.1 million
for Fisca Years 1998-99 and 1997-98, respectively.
Excluding U.S. Tressury securities, the plan had two
investments where the fair value exceeded five percent of the
plan net assetss MAS Pooled Fund Vaue Inditutiona
Portfolio #22 — $10.1 million, and Glenmede Internationa
Portfolio Fund —$9.7 million.

The Investment Account is a qualified defined contribution
retirement plan under the provisons of Internd Revenue
Code (IRC) Section 401(a). Employees are required to
contribute 6.2% of their gross compensation, which is
equivaent to what their OASDI contributions were under
FICA participation. Employees are aways fully vested in
this component of the plan. Tota compensation covered in
this plan for the years ended June 30, 1999 and 1998 was
approximately $90.9 million and $82.8 million, respectively.
The hospital is required by law to provide an additiona
make-up contribution for certain part-time employees equa
to 1.3% of their compensation until they are fully vested in
the Basic Penson Plan. Since April 1, 1995, make-up
contributions made by the hospital have approximated
$104,000.

The Matching Account is a qualified single-employer tax-
deferred annuity plan under the provisions of IRC Section
403(b). Employees are digible to contribute a percentage of
their gross compensation, tax-deferred up to legal limitations
established under the IRC. In addition, the hospital matches
employee contributions 100% on the firs 3% of gross
compensation contributed. Employees are dways vested
100% in their contributions, however, the hospitd’s
matching contributions are subject to a five-year vesting
schedule.  The hospital’s matching contributions for Fiscal
Years 1998-99 and 1997-98 were approximatdy $1.7
million and $1.6 million respectively.
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The hospital has contributed to PERA in accordance with
actuarially determined funding amounts for their employees
who are gill state employees. Pension expense related to
state employees was $240,000 and $282,000 for Fiscd Years
1998-99 and 1997-98, respectively. There were no transfers
from PERA to the hospital’s pension plan for previous state
employees who have trandferred their benefits to the
hospital’s pension plan for the years ended June 30, 1999
and 1998.

D. EMPLOYEE DEFERRED COMPENSATION

The state initiated a deferred compensation (457) plan for
state employees in 1981. This plan uses a third party
administrator, and all costs of administration and
funding are borne by the plan participants. Due to
changes in the Internal Revenue Code and state statute,
the deferred compensation plan that was previousy
reported in an agency fund is now reported in an
expendable trust fund. The assets of the plan are not
assets of the state, but are held in trust for the exclusive
benefit of plan participants and their beneficiaries. Fund
equity of the plan at June 30, 1999, was $327.6 million.
Investments and accumulated earnings of the plan at
June 30, 1998 totaled $288.1 million. The state has no
liahility for losses under the plan but does have the duty
of due care that is required of afiduciary agent.

E. POST RETIREMENT HEALTH CARE AND
LIFE INSURANCE BENEFITS

Health Care Program

The PERA Health Care Program began covering benefit
recipients and qualified dependents on July 1, 1986.
This benefit was developed after legislation in 1985
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established the Program and the Health Care Fund.
Under this program, PERA subsidizes a portion of the
monthly premium for health care coverage. The benefit
recipient pays any remaining amount of that premium
through an automatic deduction from the monthly
retirement benefit.  During 1998, the subsidy was
$115.00 for those with 20 years of service credit and
reduced by $5.75 for each year under 20.

The Health Care Fund is maintained by a contribution of
0.8 percent of covered sdary. The state paid $14.0
million, $13.1 million, and $12.5 million in Fiscal Y ears
1998-99, 1997-98, and 1996-97, respectively. Monthly
premium costs for participants depend on the health care
plan selected, the number of persons being covered,
Medicare digibility, and the number of years of service
credit a retiree has. PERA contracts with a major
medical indemnity carrier to administer claims for self-
insured plans, and with heath maintenance
organizations providing services within Colorado. As of
December 31, 1998, there were 30,291 participants,
including spouses and dependents, from all contributors
to the plan.

Life Insurance Program

PERA provides its members access to two group
decreasing-term  life insurance plans offered by
Prudential and Rocky Mountain Life. Active members
may join one or both plans, and they may continue
coverage into retirement. Premiums are paid monthly by
payroll deduction.

Other Programs

Separate post-retirement health care and life insurance
benefit plans exist in some state colleges and universities
but are small in comparison to the PERA plan for state
employees. The state has no liability for any of these
post-retirement health care and life insurance plans.
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NOTE VI. SUBSEQUENT EVENTS

A. PENSION PLAN CHANGES

Senate Bill 90 passed in the 1999 legidlative session
made the following changes to the public employees
pension plan.

Effective July 1, 1999, in addition to their contributions
and interest, terminating Public Employees Retirement
Association (PERA) members will receive matching
payments equal to 50 percent of their contributions plus
interest if under age 65 or not eligible for retirement and
100 percent of their contribution plus interest if age 65,
eligible for retirement, or upon the death of a member.

At the later of January 1, 2001, or upon full amortization
of PERA’s unfunded liability, employers can match
employees contributions to defined contribution plans
and reduce their contribution rates to the defined benefit
plan as provided in the act.

Effective July 1, 1999, the contribution rate for state
troopersis reduced from 11.5 percent to 10 percent.

Effective July 1, 1999, PERA is to establish a Health
Care Trust Fund. The employer contribution to the fund
will increase from 0.8 percent to 1.1 percent with a
similar decrease to the employer contribution to the
defined benefit pension trust fund.

Effective July 1, 2000, the subsidy for pre-Medicare
retirees with 20 or more years of service will double from
$115 to $230.

B. LIGHT RAIL COMMITMENT

The Auraria Higher Education Center committed to
contribute $500,000 to the Regional Transportation
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Digtrict (RTD) for additional funding of an extension of
RTD’s light rail line to Coors Field in lower downtown
Denver. An existing light rail line serves the Auraria
Higher Education Center.

C. BONDING AUTHORIZED

On November 2, 1999, Colorado voters passed a measure
referred to the ballot by the state legislature. The
measure authorizes the state to issue $1.7 hillion in
bonds, with a maximum payback cost of $2.3 hillion, to
accelerate selected state highway construction projects.
The state is to repay the bonds and related debt service
from anticipated federal transportation revenues. The
bonds are not considered genera obligation debt due to
language that limits the state’'s legal responsibility for
repayment.

D. BOND DEFEASANCE
Component Units

On August 1, 1999, the Denver Metropolitan Major
League Baseball Stadium District entered an agreement
with the Metropolitan Football Stadium District and
other parties to defease its outstanding bonds prior to
January 1, 2001. The agreement is contingent upon
availability of funds and legal and tax-exemption
determinations. If the agreement is consummated, the
District has agreed to take all actions necessary to end
the Denver Metropolitan Mgjor League Baseball Stadium
District sales tax on January 1, 2001.



